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JN THE CITY... 
you will find that the well-dressed man 
who controls affairs knows full well the importance of detail . . . He knows, for example, that fine, 
smooth Linings make his suits more comfortable codbeeeriitng. “Oe The use ofa *“COURTINE” 
LINING, woven by COURTAULDS, peg the sleekness for smart 
business dress. Non-fading and very supple, a ““ CO ie LINING stands every strain 
and ensures a snug, yet easy fit. That i is ae the well man always stipulates— 


GUARANTEED FULLY SHMUNK 
JF oxy dificolty in obtaining * COURTINE™ LININGS, write to the Mancfacterers: 
COURTAULDS. LTD. "6, ‘St. Martin'vle-Grand, Londen EC. 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
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CITY OFFICES: 


] S: 
17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion House 9681 (5 lines). Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “* Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 


COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE. COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 


Capital fully called up - £650,000 Reserve Account - - £650,000 
(with power to increase to £4,000,000) 
Reserve Liability of Proprietors under the Charter - - - -£1,000,000 
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LONDON BANKERS : 
Messrs, Giyn, Mus & Co, THe WestTMINsTER Bank LimrTeD, LOMBARD STREET, Ltoyps Bank Limitep, 
HEAD OFFICE : 
33/36 Kinc Witttam Street, Lonpon, E.C.4. 
CHIEF OFFICE IN PERSIA : 


TEHERAN, 


BRANCHES IN PERSIA : 

Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Dizful, Duzdab, Hamadan, Isfahan, 
Kazvin, Kerman, Kermanshah, Masjed Suleiman, Meshed, Mohammerah, Pehlevi, Resht, Shiraz, 
Sultanabad, Tabriz, Yezd, 

BRANCHES IN IRAQ (Mesopotamia) : BRANCH IN INDIA: 


Bacpap, Basra, BomBay, 
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HE BANK ttransacts Banking Business of every description in 

and connected with Persia and Iraq (Mesopotamia), also with 
Bombay, Calcutta and Karachi. 

Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 
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Royal Bank of Scotland 


INCORPORATED BY ROYAL CHARTER 1727 


Capital (fully paid) .. = .. £2,500,000 
Reserve Fund .. ‘4 ~ .. £2,910,320 
Deposits .. - wa as .. £46,235,129 


CORRESPONDENTS 4 2 Fg TOTAL NUMBER 
THROUGHOUT Oo q OF OFFICES 
THE ENTIRE [ . 241 
WORLD ir | 
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AN 
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SCOTTISH BANK 
RUN ON 
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OVER 200 YEARS OF COMMERCIAL BANKING 


LONDON: City Office—3 Bishopsgate, E.C.2 
West End Offices—A49 Charing Cross, S.W.1 
64 New Bond Street, W.1 


1 Burlington Gardens, W.1. 
(formerly Branch of Bank of England) 


GLASGOW: Principal Ofice—Royal Exchange Square. 


A COMPLETE BRITISH, COLONIAL AND 
FOREIGN BANKING SERVICE 


Head Office: Edinburgh 


General Manager: SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L. 








for every banking service 


Lloyds Bank is organized to undertake banking operations of every 

description, from the smallest to the largest. Besides more than 1,850 

branches in England and Wales, it has offices in India and Burma and 

agents or correspondents in all parts of the world. Deposits with the 
bank exceed £350,000,000. 








LLOYDS BANK LIMITED 
Head Office: London, £.¢.3 


Colonial and Foreign Department: 80 Gracechurch Street, E.c.3 | 
Trustee Department : 39 Threadneedle Street, £.c.2 




















The National Bank of Scotland, Ltd. 


Incorporated by Roval Charter and Act of Parliament, 


ESTABLISHED 1825. Affiliated to Lloyds Bank Limited. 
Capital Subscribed £5,000.000 Paid Up £1,100,000 Uncalled £3,900,000 
RESERVE FUND 7 . £1,550,000 
HEAD OFFICE: Edinburgh. 

JOHN T. LEGGAT, General Manager. PREDERICK G. DRYBURGH, Secretary. 
LONDON OFFICE: 37 Nicholas Lane, Lombard Street, E.C.4. 

JOHN COWAN, Manager. WILLIAM R. GILCHRIST, Assistant Manager. 

GLASGOW OFFICE: 47 St. Vincent Street. 

JAMES REID, Manager. MURDO F, MATHESON, Assistant Manager. 

Every description of Banking Business, including Foreign Exchange and all other classes of Overseas business, 
transacted at the Bank’s Branches throughout Scotland and at their London Office. Deposit Book Accounts 
bearing interest may be opened with small sums. rhe Bank is prepared, in approved cases, to act as 


Irustee, Executor, or Administrator, and also as Trustee for Debenture or other Issues, etc. 











CHEMICAL BANK AND TRUST COMPANY | | 
ESTABLISHED 1824. 
CAPITAL, SURPLUS AND UNDIVIDED PROFITS $64,700,000 


Head Office: 
165, Broadway, New York. 


13 OFFICES IN NEW YORK. 


Office of London Representatives : 


6, Bishopsgate, E.C.2. 











































E afford every facility tor 
banking business with 


GF RK SWEDEN 
_Shandinavisha 
Kreditahtiebolaget 
HEAD OFFICES AT 
GOTEBORG, STOCKHOLM, MALMO Cables KREDITBOLAGET 











Official figures, published in 1929 by the Superintendent of 
Banks in Ecuador, show that we are holding in this market : ; 


48% of the total banking deposits, 
51% of the total banking cash resources, 
24”, of the total bills discounted. 


A bank having such high percentages of the commercial activities of a market, is 
undoubtedly in a position to gather reliable information regarding local firms and give an 
efficient service in the handling of your collections. 

A commission of 1/4 of 1°, is charged on collections from Abroad. 


LA PREVISORA NATIONAL BANK OF CREDIT 
GUAYAQUIL—ECUADOR—SOUTH AMERICA. 


NATIONAL BANK OF EGYPT. 


(Incorporated in Egypt. Liability of Members is Limited.) 


HEAD OFFICE: CAIRO. 


FULLY PAID CAPITAL - . - - - £3,000,000, 
RESERVE FUND - - . - - - £2,950,000. 














London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 
YOKOHAMA SPECIE BANK, LIMITED. 








ESTABLISHED 1880. (Incorporated in Japan ) 
Capital Subscribed ame Putty Pale - - Yen 100,000,000 
Reserve Fund - - - - Yen 113,500,000 


Head Office: YOKOHAMA. 


Brancues and AGENncrrs at Alexandria, Batavia, Bombay, Canton, Calcutta, Changchun, Dairen (Dalny), Fengtien 


(Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, London, Los 
Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchw: ang, New York, Osaka, Pekin, Kangoon, Rio de Janeiro, 
Saigon, Samarang, San Francisco, Se attle, Shi anghai, Shimon seki, Singapore, Sourabaya, Sydney, Tientsin, 
Tokyo, Tsinanfu, Tsingtau. 
The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers and 
Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits received 
for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, kamtom, E.C.2 
NOHARA, Manager. 








...and Better 


F the many advantages offered by the 

National Accounting Machine, one alone 
.... the full Typewriter Keyboard .... puts 
it far ahead of any other machine of its kind. 
This feature permits a ful/ description to be 
given against every item posted. 


An increasing number of Banks are using 
“ic . ” 

Nationals” for all classes of work, from 
clearings to General Ledgers, including bank 


transit work .... debit and credit journals 
.... advices... . posting customers’ 
accounts interior audit work and 


general book-keeping. 

A full description of all the valuable 
“National” features is given in our illus- 
trated Folder which will gladly be sent 
on request. Why not write to-day ? 


ACCOUNTING MACHINES 


Pleas? write: 

THE ACCOUNTING MACHINE DIVISION, 
NATIONAL CASH REGISTER CO., LTD., 
225, Tottenham Court Road, London, W.1. 

Phone: MUSEUM 9811. 
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THE ANNUAL SUBSCRIPTION 
RATES ARE AS FOLLOWS :— 

BY POST IN THE UNITED 
BINGHOM, ..06060s0605 £1 13 0 
BY POST TO CANADA...{I 13 0 
BY POST ELSEWHERE 
Ce errr rere fi £50 


THE EDITOR WILL BE GLAD 
TO RECEIVE MS. ARTICLES, 
THOUGH EVERY CARE WILL BE 
TAKEN, HE CANNOT HOLD 
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The New 


REMINGTON 


GENERAL UTILITY MACHINE 


FOR BANKS 


Speeds up production, reduces 
cost of operating expenses and 
gives to clients that assurance 
and satisfaction which is 
obtained by accuracy and 
neatness of detailed information. 


A Demonstration would gladly be arranged 
to suit your convenience. 


REMINGTON TYPEWRITER CO. LTD., 
100 Gracechurch Street, 
London, E.C.3. 
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A Banker’s Diary 
Mid-September—Mid-October 


Money in general has remained easy and plentiful, but 
during the month under review, the money market has 
been affected by various cross-currents 

The from both at home and abroad. The end 

Hy srt of September was attended with temporary 
stringency. The Treasury bills falling due 

for payment on September 30 were the popular end- 
of-the-year maturity, and so had been heavily applied 
for both by the banks and the market. As a result of 
this, the market found itself suddenly short of funds and 
had to borrow over £6,000,000 from the Bank. The 
following week the payment of the 3} per cent. Conversion 
Loan dividend gradually released a large quantity of 
money, as the dividend warrants were encashed, and so 
money once more became plentiful. 


THEN came the offer of the new 4 per cent. 1934-36 
Treasury bonds, issued by tender of an unlimited amount 
at a minimum price of 100}. The object of 

The New the issue was to provide for the redemption 

pp nome oy of the outstanding amount of £75,000,000 
of 4 per cent. (tax compounded) 1923-42 War 

Loan. At first the market was inclined to look askance at 
the offer, partly because a six-year bond was considered to 
be of too distant a maturity, and partly because the final 
call of go per cent. did not fall due for payment and rank 
for interest until January 15 next. This meant that the 
market had to commit itself for three months ahead, 
and also had to take up a bond which was not entirely 
suitable for use as collateral against short loans. Despite 
these doubts, however, the issue proved a_ success. 
Applications for £116,000,000 were received, and bonds to 
the value of £105,000,000 were allotted mainly at a fraction 
over the minimum price. Thus more than sufficient funds 
were obtained for the redemption of the 4 per cent. War 
Loans. It may be noticed that although over £6,000,000 
had to be repaid to the Bank on October 7, while the 
application money, amounting to {10,500,000 had to be 
paid over two days later, money remained plentiful 
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during those days. This looks as if the market view 
that steps were taken to make money easy and so ensure 
the success of the Treasury bond issue had some substance. 


THE foreign exchange market witnessed several interesting 
developments, mainly as a result of the German elections 
and the disturbances in Brazil. The partial 
ene success of the German National Socialist 
Sesbaaien party at the elections, coupled with the 
extravagant statements regarding the 
reparation settlements made by its leaders, led to a 
definite outflow of money, both German and foreign, 
from Berlin to Paris and Amsterdam. The Reichsbank 
met this incipient “ flight from the mark ”’ first by sales 
of sterling against francs and florins, next by the shipment 
of gold to Paris and Amsterdam, and finally by raising its 
rediscount rate from 4 to 5 per cent. Simultaneously 
with the energy and determination thus shown by the 
Reichsbank, steps were. initiated for the obtaining of 
a foreign credit for $125,000,000 by the German Govern- 
ment through the intermediary of a well-known New 
York house. Meanwhile, marks were inclined to weaken 
against sterling, though the rate hardly rose above par. 
Also, the French and Dutch exchanges naturally appre- 
ciated, and Paris once more took gold from the Bank. 
Early in October, part of the French balances acquired 
by Germany by means of her gold shipments were 
re-sold for sterling. Thus the pound appreciated against 
the franc, and the gold withdrawals on Paris account 
came to an abrupt end. It must be emphasized that 
all these movements arose solely from the German 
political situation and its economic reactions. They do 
not betoken any immediate change in the general 
monetary situation. 


From the financial aspect, the most serious of the imme- 
diate consequences of the Brazilian revolt were the 
general uncertainty regarding the course of 
events and the proclamation of a fourteen 
days’ “‘ business holiday ’’ (since extended) 
during which banks and other houses were 
closed by order of the Government. Thus foreign 
exchange dealings were suspended in so far as spot 
transactions were concerned, and the Rio rate fell from 
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58d. to a nominal 4#d. This episode has increased the 
general distrust in the political stability of South America, 
and other currencies suffered, the Argentine peso falling 
to under 37d., but rallying later to over 38d. At the 
moment of going to press, Brazilian news is very 
corfused, the one definite fact being that a change of 
Government has taken place. 


THE September returns of the nine English clearing 
banks show that the banking world is taking its share of 
the untoward effects of the trade depression. Advances, 
September Which are the most remunerative of the 
Clearing banks’ assets, have fallen from {934-3 
Bank millions in August to {925-4 millions for 
Averages September, while the decline since Sep- 
tember, 1929, is as much as £46-3 millions. Deposits 
have fallen slightly since August, but were above their 
level of September, 1929. Cash and call money, however, 
are lower, in comparison both with August last and 
with September, 1929. As a result of the contraction in 
advances, the banks have had to add to their holdings of 
bills and securities, and while the latter yield approxi- 
mately 44 per cent., the return on bills is now little better 
than 2 per cent. In view of the rates now having to be 
paid on certain classes of deposits, the banks’ current 
margin of profit must be considerably below its normal 
level. 


THE September trade returns are extremely disappointing. 
Imports were valued at £78-7 millions, British exports 
at {42-7 millions, and re-exports at {5-4 
a a millions, and every one of these three figures 
was the lowest recorded for the current 
calendar year. This makes the results for the first three 
quarters of the year most unsatisfactory. To mention 
but two salient figures, raw material imports for the nine 
months have fallen from {251-1 to £195-6 millions, and 
British manufactured goods exports from {430-3 to 
£343°4 millions. In both cases there has been a shrinkage 
in volume, and while this may be less serious in the 
case of raw material imports, in so far as manufactured 
goods exports are concerned it may be considerably 
higher. Figures such as these cannot be viewed with 
equanimity. 


2 EE NE LE I LE TO LE EOL EL LLL, LILLIE 


OPE. 


IS NEILL IS SEO OGIO AE 3 


A ene n B SN ALO RE dg! Fyn SPE ERNE 


me 


A BANKER’S DIARY 95 


Mr. J. M. Keynes has contributed to the September 
issue of the Index, published by the Svenska Handels- 
banken, an article in which he examines 

Long-Term the future course of the rate of interest 
Interest upon long-term, gilt-edged securities. In 
Rates _ the course of this article he comes to several 
striking conclusions. The first is that long- 

term interest rates to-day are nearly 50 per cent. above 
their pre-war level. This he states to have been due 
immediately after the war to special borrowings to 
provide for the repair of war damage and the making 
good of arrears of housing, and more recently to 
credit restriction caused by the restoration of the 
gold standard and the settlement of reparations and 
war debts. The few years ending in the autumn of 
1929 also brought new borrowers into the market, 
including governments in need of funds to meet urgent 
liabilities, bankers in need of funds to support newly 
stabilized currencies, and speculators who wanted money 
in order to take part in the bull movement in equities on 
Wall Street. After citing this evidence, Mr. Keynes 
makes two somewhat remarkable statements. The first is 
that the genuine lender had been squeezed out of the capital 
market by the governments, bankers, and speculators 
mentioned above, and that it was the exclusion of the 
genuine trader and the high rate of interest charged him 
when he could get inside the door, that largely explains 
the present depression. The second is that the current 
level of interest rates is an artificial one that may come 
to an end in the comparatively near future. Mr. Keynes, 
as usual, has advanced an ingenious theory, but it is 
rather difficult to make it fit the facts. In the first 
place, interest rates in London are not 50 per cent. above 
their pre-war level. Secondly, the speculator who ad- 
mittedly was borrowing money eighteen months ago in 
order to participate in the Wall Street boom, was not 
squeezing out the trader, for a certain proportion of the 
speculator’s borrowings went into new capital issues of 
an industrial character. In other words, the boom did 
not deprive the trader of capital, but only forced him to 
raise it in the form of stock instead of long-term bonds. 
Finally, while Mr. Keynes is very likely right in en- 
visaging a decline in long-term interest rates, it seems 

12 
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probable that it will be deferred until there is a greater 
and more general feeling of confidence than exists to-day. 
Low rates on bank deposits and short loars are not 
going to drive the investor into long-term loans, unless 
he feels an assurance that his money will remain safe, 
even when diverted into the new channel. 


THE Times of October 7 contained a letter from Sir 
Basil Blackett in which he attempted to distinguish 
Gold between a fall in the price of a particular 
onl Pri _ commodity due, for example, to improved 
methods of production, and a fall in the 
prices of all commodities, which he said could only be 
due to a change “in the standard of value”’, namely in 
money. The latter he stigmatized as being largely 
avoidable, and also as being a major cause of trade depres- 
sion and unemployment. Hence he pleaded for the 
support of the efforts of the Gold Delegation of the 
Financial Committee of the League of Nations in their 
efforts to minimize price fluctuations by a more rational 
use of gold. This plea, it is needless to say, will command 
a general measure of assent, though in an analysis of the 
interim report of the League’s Committee published upon 
another page, attention is called to the fact that the 
fall in prices generally may not be the only cause of the 
unemployment now prevalent. On the other hand, Sir 
Basil Blackett is dealing with an involved question, 
as is proved by the somewhat inept comments of 
the Times upon his letter, including the astounding 
suggestion that by writing down the value of their 
currencies in terms of gold, Germany, France, Italy and 
Belgium have greatly reduced their demand for gold. 
On this point, it is sufficient to say that if the franc to-day 
possesses one-fifth of its pre-war gold content, French 
commodity prices, measured in post-war francs, are 
five times their 1914 level, measured in pre-war francs, 
so that France needs just as much gold to finance her 
business and support her credit as she did in pre-war days. 
Returning to Sir Basil’s letter, he is mathematically 
correct in saying that if the price of one commodity falls, 
while all other prices remain unchanged, then the average 
price-level must fall. A point, however, which he might 
have stressed is that while the recent fall in the average 
price-level has found expression in rather greater falls in 
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the wholesale prices of most primary commodities, it has 
not affected to so great a degree retail prices, wages, 
rents, taxes and other working costs. This is the real 
nature’ of the maladjustment which results from a fall in 
the average level of all prices, accompanied by the 
——" of its influence to one category of prices 
alone. 


Mr. R. J. Hose, at the recent meeting of the Anglo- 
South American Bank, had some pertinent observations 
to make upon recent South American 

South currency and exchange developments. He 
—_ aa began by insisting that the serious political 
Questions ‘disturbances that have occurred lately in 
several of the South American republics 

could be traced back to the general economic depression, 
because it is when economic conditions are unfavourable 
that the alleged shortcomings of the existing Government 
become most apparent. Mr. Hose conceded that the 
general fall in prices, amounting since early 1929 to as 
much as 50 per cent. in the case of several leading South 
American products, was responsible for much of the 
continent’s current difficulties, but he urged that those 
republics where a free gold or gold exchange standard 
was in operation had suffered least. Thus, from January, 
1929, to August, 1930, South America had lost gold to 
the value of {£63,000,000. Of this amount, only 
£11,000,000 had come from countries, such as Chile and 
Colombia, where the gold exchange standard is in force, 
whereas Argentina had lost £36,000,000 and Brazil 
£15,000,000. Again, during the year covered by the 
Bank’s accounts, the Argentine peso had depreciated 
against sterling by 154 per cent., and the reactions of 
this upon Argentine trade were so obvious that Mr. Hose 
did not enlarge upon them. Instead, while admitting 
that the closure of the Argentine Caja de Conversion last 
December was under existing circumstances the only 
way in which the outward flow of gold could be stemmed, 
Mr. Hose urged that what was really needed was the 
complete reorganization of the monetary system of the 
Republic upon modern lines. This would be in the 
interests not only of Argentina herself, but of the British 
investors, both existing and potential, of capital in the 
Republic. 














98 THE BANKER 





The World’s Gold Supplies 


HE Interim Report of the Gold Delegation of the 
Financial Committee of the League of Nations 
is an extremely important document, for the 
adequacy of the world’s supplies of monetary gold lies 
at the root of trade depression and prosperity. This may 
seem rather a strong statement to make to-day when, 
mainly because trade is depressed, there is in all centres 
a superfluity of short money and credit ; but it is argued 
on high authority that one of the major causes of the 
present trade depression is a shortage of monetary 
gold intensified by the maldistribution and partial 
sterilization of a proportion of the available supply, and 
the Report itself states that “the evidence points con- 
clusively to the prospect of a serious situation arising as 
soon as or shortly after business activity revives, unless 
steps to alleviate it are taken in time.” 
The composition of the Committee is such as to show 
that its views must be listened to with respect. The full 
list of its members is given below :— 


M. ALBERT JANSSEN (Chaiyman), Professor at the University of Louvain, 
formerly Minister of Finance; formerly Director of the National Bank 
of Belgium. 

Professor M. J. Bonn, of the University of Berlin. 

Professor GusTAv CASSEL, of the University of Stockholm. 

Comte de CHALENDAR, President of the ‘‘Compagnie d’Assurances 
générales sur la Vie,”’ formerly Financial Attaché to the French Embassy 
in London, formerly Inspector of Finance. 

Sir REGINALD Maw, K.C.I.E., C.S.I., Member of the Council of India, 
Member of the Royal Commission on Indian Currency and Finance, 
1925-26. 

Dr. FeELIks MLYNARSKI, Professor of Banking at the Academy of Com- 
merce in Warsaw, formerly Vice-Governor of the Bank of Poland. 

Dr. VILEM PospPisIL, Governor of the National Bank of Czechoslovakia. 

Professor O. M. W. SPRAGUE, of the Bank of England, formerly Converse 
Professor of Banking and Finance at Harvard University. 

Sir Henry StrakoscH, G.B.E., Chairman and Managing Director of the 
Union Corporation, Ltd., London. 

Dr. L. J. A. Trip, formerly Governor of the Java Bank, formerly Treasurer- 
General of the Netherlands. 

Resigned before the second session :— 

Professor ALBERTO BENEDUCE, President of the Credit Institute for 
Public Works, Rome. 

To succeed Professor SPRAGUE after second session : 

Mr. GEorGE E. RoBeErts, Vice-President of the National City Bank of 
New York. 


The interim report is concerned mainly with the 





os faa a cea a 


3 
: 
4 
4 


i 
. 








I ARK he 7 58 


LOTR OB talento: CANES, 





THE WORLD’S GOLD SUPPLIES 99 


future of the world’s gold supply and its bearing upon 
the long-term trend of prices. Other questions, such as 
the methods of the distribution of monetary gold, the 
effect of price fluctuations on general prosperity, the 
measurement of price fluctuations, and short-term move- 
ments of prices have still to be reported upon by the 
Committee. 

The report may most naturally be considered from 
three points of view, these being (1) the present gold 
position, (2) the future gold outlook, and (3) the recom- 
mendations of the Committee. 

The present gold position is well illustrated by a table 
prepared for the Committee by Mr. A. Loveday, of the 
League of Nations’ Secretariat, and published in an 
appendix to the report. This table is reproduced on 
page 103. It shows the amount of gold in possession 
of the principal central banks at the end of 1928 and 
1929, and the amounts they theoretically require to 
provide (a) 334 per cent. and (b) 40 per cent. cover for 
their outside liabilities. These percentages are chosen 
on the ground that the first represents the average legal 
minimum of gold cover taken all over the world that 
central banks are bound by their constitutions to main- 
tain ; while the second gives the central banks the extra 
7 per cent. of cover which in practice they regard as being 
just as inviolate as their legal minima. 

While the table shows that, taking the world as a 
whole, there was, at the end of 1929, a surplus of 
$1,498,000,000 over the world’s gold needs, it equally 
shows that practically all this surplus is held in the United 
States, so that, after allowing for the surplus holdings 
of France, Spain, the Argentine and Japan, there was a 
serious deficiency, the brunt of which has fallen upon 
Italy, Germany, India and the United Kingdom. 
Theoretically, we in England were $321,000,000, or 
£66,000,000, short of our legitimate needs. A comparison 
between 1928 and 1929 also shows how rapidly the gold 
and credit situation changes. Admittedly 1929 was an 
abnormal year, but even so, the fact that two countries, 
France and the United States, secured $540,000,000 of 
new gold, whereas the total accretion to the gold 
monetary stocks of all the countries included in the table 
was only $337,000,000 shows that gold distribution is just 
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as serious a matter as the adequacy of the total gold 
supplies. The Committee have still to address themselves 
to this problem of distribution, and in the interim report 
they content themselves with the statement that the 
present maldistribution is to some extent the result of 
special and temporary causes, and that as time goes on 
the prospect of a more equitable distribution should 
become improved. This seems a rather optimistic view 
to take, and in assessing the adequacy of the world’s 
monetary gold it would, with all respect to the Com- 
mittee, seem advisable to allow a sufficient margin to 
compensate for the fact that the optimum gold distri- 
bution cannot in practice be established and maintained. 

How far are future gold supplies likely to be sufficient 
to support the credit needed to finance a progressive 
world trade at a stable level of prices? This is the next 
big question with which the report is concerned. On the 
whole its conclusions are pessimistic. It first of all takes 
the estimated output of gold during each of the next ten 
years, basing its forecast upon evidence given to it by 
various recognized authorities, much of which is included 
in the report and its annexes. Next, it allows for the 
demands of India and the trade, which it assesses rather 
arbitrarily on a basis permitting of an annual increase 
of one per cent. from their present magnitude. From 
this can be deduced the amount of new gold available for 
monetary purposes each year, and, as the table on 
page 104 shows, this rises slightly to $226,000,000 
in 1932, and then falls slightly to $170,000,000 in 1940, 
the latest year to which the report definitely looks ahead. 

This is one side of the equation. The other depends 
on the world’s likely needs. In assessing these the report 
adopts four alternatives. Firstly, it assumes that pro- 
duction and business, and therefore currency and credit, 
will increase in volume at annual rates of (a) two, and 
(b) three per cent., and, secondly, it uses the alterna- 
tive minimum gold covers of 334 and 4o per cent., 
as explained above. The results of these various 
calculations can be seen in the table on page 104. 

In every one of the four cases the table shows that 
there will be a deficiency of new monetary gold by 1938, 
and, in the fourth case, the deficiency exists and increases 
throughout the whole decade. Also, the Committee 
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pertinently remarks that existing currency requirements 
and practice render it impossible to hold central banks 
down to their legal minimum gold cover, and so the first 
two alternatives are ruled out. Thus it is difficult to 
escape the conclusion that the world is faced with an 
imminent and cumulative shortage of monetary gold, 
and, while the report recognizes that so long as the present 
trade depression lasts there is a superabundance of 
credit, it is easy to appreciate why it makes the serious 
statement quoted in the opening paragraph of this 
analysis. 

If the report’s evidence is to be trusted, one of three 
things will happen. Either world economy and business 
progress must in future lag far behind its usually 
accepted annual rate of 3 per cent., and possibly also 
behind the annual growth of population ; or there must 
be a steady decline in the world price-level, sufficient 
to compensate for the deficiency of gold, currency and 
credit; or else means must be devised of using more 
efficiently and economically the world’s present and 
future supplies of gold. It seems useless to hope for fresh 
gold discoveries, and futile to ignore the gradual exhaus- 
tion of existing mines. Nor ought the world to reconcile 
itself either to a falling price-level, with all the discourage- 
ments that it brings, or to the combination of stationary 
or declining trade with a growing population, leading 
inevitably to a reduction in the standard of living. 

“Manet sors tertia.” Can a more efficient use be made 
of the world’s monetary gold? It is to answer this 
question that the recommendations of the report are 
designed. These in their turn fall into three main groups. 
Firstly, they call for the increased use of cheques, post- 
office banking facilities, giro transfers, etc., and for the 
development and improvement of the mechanism of 
clearings. They also suggest the replacement of notes of 
small denominations by subsidiary coinage and for the 
recognition of the fact that gold certificates as a 
medium of circulation are just as wasteful as gold coins. 
Here the fundamental idea is that of the replacement of 
currency, which is a direct liability of a central bank and 
which must be based directly upon gold, by credit instru- 
ments which are based upon currency and central bank 
deposits, and so are one stage removed from gold. 
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Next the report calls attention to the advantages of 
the gold exchange standard as a means of economizing 
gold. It suggests that countries who still have to 
stabilize their currency should adopt this form of the gold 
standard. Risk of inflation can be avoided, the report 
holds, if the reserves of foreign assets needed to maintain 
the system were concentrated in central banks, and 
greater encouragement would be given to its adoption if 
such reserves were made immune from seizure or 
confiscation in time of war. 

Finally, and in some ways most important of all, the 
report calls attention to the size of the legal minimum 
gold reserves of central banks. “ These reserves,” says 
the report, “are largely the outcome of past tradition, 
convention and habit, and of the natural fear which each 
individual legislature has that a departure from general 
practice may impair confidence in the currency.” More- 
over, central banks always keep a substantial margin 
(amounting, it is suggested above, to 7 per cent.) in 
gold (or foreign assets) over their minima. The report 
suggests that it should not be impracticable to reach an 
international agreement under which a reduction could 
be made in the principal central bank’s legal minima 
and also—which is equally vital—in the practical 
minimum gold cover which they think it their duty to 
maintain. By this means a considerable economy in 
gold could be effected. 

The report is a historic document which probes deeply 
into one of the most important questions before the world 
to-day. It contains, however, two dangers. One is the 
obvious one that the report will be pigeon-holed, and no 
attempt made to concert international action until it is 
too late. The other is that in this country at least it will 
cause the gold shortage to be seized upon as the sole cause 
of all our troubles, to the exclusion of others which could 
be remedied by British action alone. More than this it 
would be unwise to say until the Committee have con- 
cluded their labours. If their final judgments are up to 
the standard of this interim document, they will, indeed, 
have performed a notable piece of work. 








4 
8 
y 
: 


ob hile HR 










se) 
= 
~ 
~ 
a 
-) 
~ 
Q 
m) 
oS 
1S) 
Me 
Q 
~~ 
S 
N 
fx) 
: 


gbb'r +] z11‘1 +| $66'Z| beo‘g| o€g‘z +] zSbhiz + 


91 —| ¢€ = 


ver zSt 
+ br 
gl bir 
zz FI 
9f Lz 


*Aoua1oyoq 
Jo (+) 
snidinsg 


z60'L 


zg 6g 


‘6z61 


£06 106 


zQz 9lz 


bor £91 
cL LL 
£6 6g 
ber ghr 
GLr gtr 


€bx‘Z 


gzb 60+ 
boz Ltz 
gLS‘z| 9z9'z 
zEo'r| gio‘r 
LLE‘1| ogz‘r 
sgt | ght 
96 1zb 


go9 | 919 


*gz6l 


*IAOD 
%ov 103 
pomnbez 


PIOD 


(‘sxeqjop yO suoyjrur uy) 


b€r +] o1r + 


06 gol — 
1z C1 + 
88 Ler + 
gt 6z + 
09 1¢ + 
Li Zz + 


969‘z +| 9f€'2 + 


oz + | SE 

Sgr +] ooz 
C€z +) Sle 
€GL‘r +) gSS‘r + 
6¢1 --| Zor 

beh +] ogi 

zlLr +) 121 

4g —| Sg 

€g¢ +] €$1 


‘6z61 


{~) 
‘Aust yoq 
10 (+) 
sniding 


*gz61 


£99‘9| vol‘g 


€cZ zSl 


giz ofz 


6z1 oft 
£9 9 
LL 124 
ozI bz1 
obi bz1 


o16‘S | zf6'S 


69 bl 
LSE 1b€ 
oLt g6r 
Lei‘z| ggr'z 
09g | stg 
Le1‘1| Lgo't 
€z€ €Ze 
of€ 1S€ 
Los €1¢ 


‘6z61 | “gz61 


*IQAOQ 
Paty} 
+900 10} 
paambar 


PICD 


¢.Lb 
€.6€ 


¢.61 


6-g€ 
€.0g 
9- 6+ 
0-0 
z-L€ 


¢.gb 


z-€b 
9-0 
+.62 
9-09 
9-Lz 
.LP 
o-1$ 
¢.Lz 
g-9f 


‘6z61 


yerque9 
JO SOTzTTTG 
-ery 3431S 
pur so10N 
0} SOA INSERT 
PIOD JO OFF¥ YT 
o3ejUI0IIg 


696‘61 
6Sz'z 


EL) 069 


9ogt Lov 
Sgt £61 
Zz 
1Z€ 
1Z¢ 


ye1}zU8D 
JO Sarat 
“PFT 3431S 
pue s9}0N 


I11‘oz| €£6%6 


*SOAIOSORT 
PIOD 


‘SHIMLNNOD NIVLUAD NI YFACD ANV SNOILVOITAO ‘SAANASAY 


Te}0L, puvsy 


q dnory ‘ez0 J, 


eIpuy 
ate yer 
“+ epeues 
pue]i9ezzIMS 
SPpULTIONION 
“* uInIspagq 
:q dnoiy 


vy dnosy ‘[eq0]L 


“" e1eIysny 
rs uedef 
“+ guizuesiy 
ite ws'n 
ve aA 
oouely 
uredS 
Aje3] 
Aueuriss 

> y dnoiy 





a — , ee peas 
it ace gE ERED ORGIES IEEE ER TA tN OEE orn 


‘umnuue Jad ‘3099 sad 1 JO 93e1 9Y} Ye SasvaIDUT pos 10; puewop Are}OUOUI-UOU oY} 3eY} UONMdUINSSe 94} UC ¢ 


bL— ol1— be — gob bez ove boz oLt 00z olf 
g9— gsi— gz— 96£ obz off 00z zlr g61 olf 
Le— efr— gs Sgt S€z 1zt 961 Sgr 961 bgt 
ze— €11— 9 + ele ofz 11€ z61 961 v61 z6€ 
1z— 46 — Z1+ €9€ Qzz zot SQl Soz z61 L6E 
€1— 98 — z+ zSe 1Zz b6z gr goz o61 g6e 
z— ol — se+ 1b€ Liz Sgz ogI Siz ggt fob 
g + cg — €b+ zee €1z 9lz gli 12 9gt Lov 
21+ eb — z+ 60z 69z bli gzz gr oF 
gI+ oF — oS + boz 09z olt Ozz zgI zob 
bz+ 6z— £¢+4- €Sz Lot bez ogi bot 


‘ed 


0 0 
0 z % 


d ‘ed 
€ 


‘ey 
o/ i) 
/o@ % 


d ‘ed 
€ %z 


: 3 osvorOUt : 7e osvorOUT 2 JO SOTzITIGeIT : JO SOTpITIqGeI] 
SOI}TTIGeIT] SOIPIIQeIy 7481s pue sojou ut | 4Y48IS pue sojzoU UT 
7431S pue sojou 7431s pue sojou SISVIIONI OBVIOAL SISLIIOUI BBEIOAL 

jt 12009 Yor’ jt 1aa00 YEE IO} 19A09 Yor IO} IDAOD YEE 


= 
Na 
ze 
* 
a 
fx) 
S 


opraoid 
0} pormbeal yuouIeIOUI Y}IM poreduios eptaoid 03 pornber 


aqetreae pos Arejauour mou jo SIAIISII P[OS 0} SJUSTUOIOUT 
yuNoUWe JO BIOYap JO ssooxy 


(‘sxeyjop jo suorrur uy) 
“HQVA SI ASQ SLI NI AWONOODW ON dI A105) 40d AGNVAAG AUVLANOYL AANLOAY AO ALVALISY—'][ AIavyE 








ee ae 








105 


Mr. Snowden and the City 


N October 15 Mr. Snowden was present at the 
annual dinner given at the Mansion House to the 
bankers and merchants of the City of London, 

and after dinner delivered an important speech. In the 
course of it he touched upon three principal topics, these 
being the rate of interest and the prospects of National 
Debt conversion ; the relations between industry, the City 
and the Government; and the outlook for the national 
revenue and expenditure, including the prospects for next 
year’s Budget. 

On the question of debt conversion, he began by 
seeking to justify the 5 per cent. Conversion Loan issue 
of a year ago. He pointed out that the issue was forced 
upon him by the extreme monetary stringency then 
prevalent and by the difficulty the Treasury was experi- 
encing in placing its bills. He argued that the operation 
had not been followed by any of the dire results predicted 
at the time, that during the past year money and 
bill rates had fallen, and that there had been a marked 
and substantial improvement in the price of long-term 
stocks. Mr. Snowden was careful to admit that his debt 
policy was not the only or even the main cause of these 
favourable developments which had enabled him to 
make substantial savings on the cost of the floating debt 
and which provided trade and industry with cheap 
money. He expressed his confidence, however, that we 
were at the beginning of a downward trend of long-term 
interest rates, and he gave a broad hint that he was 
waiting his chance to deal with the difficult problem of 
the £2,000,000,000 5 per cent. War Loan. 

On the question of the relations between industry, the 
City and the Government, Mr. Snowden displayed a 
somewhat disappointing reticence. He said that he was 
afraid that there was not a great deal that the Govern- 
ment could do, and he contented himself with alluding 
to the various schemes of public works sanctioned by him 
and his colleagues during the past sixteen months. It was 
abundantly clear that he was avoiding topics of political 
controversy, which would not meet with a general 
measure of agreement even from his immediate audience, 
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but this left little of interest in this portion of his speech. 
He did, however, allude to the creation and the functions 
of the Bankers’ Industrial Development Company, and 
it is significant that in an oblique reference to a recent 
controversy he took exactly the same line as was taken 
in THE BANKER of last month. The formulating of 
schemes, he said, is the business of industry itself, and 
no scheme will receive support which is framed for the 
purpose of relieving industries from losses which are 
irrecoverable. 

As the Chancellor is very well aware, industrial 
recovery, cheap money and lower long-term interest rates 
all depend in the long run on the restoration and main- 
tenance of public and business confidence, and this 
means that the most important part of his speech was 
that dealing with the revenue outlook. Mr. Snowden 
and his audience had the half-year’s returns before 
them, and all realized that they were none too 
encouraging. It is worth while comparing Mr. Snowden’s 
claims in this portion of his speech with the actual figures 
in the half-year’s returns. Mr. Snowden said that income 
tax was doing very well, though the testing time was 
yet tocome. Income tax for the first half of 1930-31 has 
yielded £597 millions. This figure compares with a yield 
for the first. half of 1929-30 of £57°4 millions, so that so 
far Mr. Snowden’s claim is justified, and allowing for 
the fact that henceforward the new standard rate will 
be in force, he may with luck achieve his estimate of 
#2600 millions. The Chancellor was more doubtful 
about the death duties, mainly because the tremendous 
drop in market values has reduced the amount of the 
estates to be assessed for duty. On the other hand, he 
has so far obtained £42'8 millions out of his estimate for 
the year of £83°0 millions, so he should not end up with 
too great a deficit, even after allowing for the adverse 
factor to which he alluded. Stamps, he agreed, were 
an unfortunate item, and inasmuch as so far he has only 
obtained £7 9g millions out of an estimate of £270 
millions, it is difficult to see how he could have pleaded 
otherwise. Customs and excise, too, he admitted were 
falling short of expectations. So far they have only 
yielded between them £1106 millions out of a combined 
estimate of £252'6 millions. 
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Mr. Snowden rejected the pessimistic forecasts that 
spoke of a deficit ranging from thirty up to a hundred 
millions. Still, on the evidence adduced above, his 
revenue for the current year may be some fifteen or 
twenty millions short of his original estimate, while there 
is also evidence that expenditure, other than that on debt 
service, may be considerably in excess of his estimates. 
It is true that cheap money has brought with it a sub- 
stantial saving in the cost of the National Debt, but such 
savings must be allocated entirely to the sinking fund, 
for National Debt service and the sinking fund must 
between them equal the fixed sum of £360'0 millions. 
Thus, setting ordinary expenditure and sinking fund 
against revenue, the lower of the unofficial forecasts of 
the probable deficit may not turn out to be so wide of 
the mark, while if ordinary expenditure and revenue 
alone are compared, a forecast of a deficit of, say, fifteen 
or even twenty millions seems to be justified by the year’s 
experience to date and by the present unsatisfactory 
trade outlook. 

Thus his audience eagerly awaited Mr. Snowden’s 
views on the important question of national economy, 
and it was just here that his speech became most nebulous 
and disappointing. He alluded to the impossibility of 
reducing the cost of the funded portion of the National 
Debt, ignoring entirely the fact that one of the first 
fruits of rigid economy and tax reduction would be to 
facilitate those substantial conversion operations he had 
already shown that he had in mind. He quoted the cost 
of the fighting services, only to confess that that was a 
matter for Parliament and not for him to decide. It is 
true that he alluded to the cost of unemployment benefit 
and to the need of putting the Insurance Fund upon an 
insurance basis, but that was all he was able to say, and 
he held out no hopes of when or how this urgent task 
would be taken in hand. Finally, he agreed that the 
psychological effect of any increase in taxation would 
be very bad indeed, and promised to do everything 
possible to avoid having to impose new taxation, even 
at the cost of outraging his strict financial principles. 

There is one and only one comment to make on this 
apology of Mr. Snowden. The Chancellor of the 
Exchequer is, after the Prime Minister, the most 
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important man in the Cabinet, and even though the 
decision on questions of broad policy rests with Parlia- 
ment, in practice the Government can do much to guide 
Parliament into adopting the right course. A year ago 
Mr. Snowden showed at The Hague that he could say 
“No,” and hold his ground, in the face of the represen- 
tatives of foreign nations. Let him now display equal 
courage and tenacity towards his colleagues in the 
Cabinet, and inspire them to show the same firmness 
towards Parliament and the electors. 


The Middleman’s Role in 
International Banking 
By Paul Einzig 


T is always a thankless task to defend the middleman. 
The services he renders to the community are not 
sufficiently obvious to be noticed and appreciated by 

the superficial observer, who is inclined to believe that 
the middleman is superfluous and that his profit is an 
unjustified addition to the cost of the business trans- 
actions concerned. In reality, there is a fair scope for 
the middleman in many domains of business activity ; 
and if there is one field in which his existence is fully 
justified, it is that of international banking. 

Before the war, well-established connections existed 
between banks in lending countries and banks and 
business houses in borrowing countries, and the réle of 
intermediaries was confined to preparing the way occa- 
sionally for the establishment of new connections. The 
war, however, severed the financial links between enemy 
countries, while the post-war currency chaos resulted 
in further loss of contact and in a lack of confidence in 
many foreign borrowers. After the re-establishment 
of international monetary stability, and the gradual 
return of confidence, it became necessary to re-establish 
the lost contact between various countries, but mean- 
while conditions had undergone fundamental changes 
both in the lending centres and in the borrowing 
countries, and although in many cases the pre-war 





eas 


RENE 














Chet a TS 














eR ER RE EES BET: ta aN aN Toy ° 


INTERNATIONAL BANKING 109 


connections between two firms were automatically 
restored after the return of normal conditions, in the great 
majority of cases the changed situation made this 
difficult. 

The result is that while before the war there was an 
approximate equilibrium between prospective lenders 
and borrowers, at present there are about a hundred 
prospective borrowers for each prospective lender. 
London and other financial centres are invaded by 
hundreds and thousands of foreign bankers and business 
men trying to raise credits and loans. Their task is by 
no means easy. Apart from the general reluctance of 
banks and the investing public to take risks, the would-be 
borrowers are handicapped by their ignorance as to the 
conditions in lending centres. The chances are ten to 
one that they approach the wrong bank in the wrong 
way, and by the time they succeed in discovering the 
right bank, after lengthy experimenting in the wrong 
direction, they have missed the psychological moment 
and have to return empty-handed. This state of affairs 
may be beneficial to the hotel industry of the lending 
centres, but is certainly disadvantageous to both lenders 
and borrowers. 

For this reason, the banking agents established in 
the lending centres fulfil an extremely useful task in 
providing guidance to the would-be borrower. They 
possess a thorough knowledge of the conditions of their 
centre. They know the kind of business in which various 
banks specialize, and they know their preferences and 
dislikes for particular types of business, and the limits 
up to which they are inclined to go. They are thus in 
a position to take the proposed transaction to the right 
quarters, which saves considerable waste of time for both 
lenders and borrowers. Without their aid, the prospective 
borrowers would probably hawk about their proposed 
transaction for some time, thereby spoiling their chances 
of success even if eventually they succeed in discovering 
the right quarters. For most banks are reluctant to take 
an interest in a transaction which has already been 
rejected by a number of their competitors. 

The task of banking agents is not confined to bringing 
would-be borrowers and potential lenders together. They 
also help the former to put forward their proposal in a 
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form which is likely to prove acceptable to the latter. 
They know, for instance, that it is useless to try to place, 
say, five-year bonds in London, as there is very little 
demand for that type of security. They persuade, there- 
fore, the foreign firm to take instead a long-term loan or 
a short-term credit. They can also give expert advice 
as to the technical details of the proposal to be submitted 
to the banking house. This is very important, because 
at present banks are inundated with applications for 
loans, and have no time or patience to educate the would- 
be borrower as to the elementary principles ruling in the 
London market. Here, again, the middleman enables 
both parties to avoid wasting their time. 

The task of the middleman is by no means easy. He 
has to work hard to earn his commission. There are 
innumerable difficulties to overcome before an inter- 
national transaction can be concluded; as often as not, 
the deal is frustrated in the eleventh hour by an unfore- 
seen hitch. It may be true that the reward of his services 
in the case of a successful deal is out of proportion to 
the actual work he devoted to that particular deal, but it 
ought to be remembered that he did perhaps ten times 
as much work on deals which were not concluded, so that 
his earning’s in relation to his work are in the aggregate 
not excessive. 


Scottish Banking 


By a Scottish Correspondent 


HE current year has been marked by several events 

of more than ordinary interest and importance in 
the history of Scottish banking. Early in its 
course the Union Bank of Scotland attained its centenary 
with fitting celebrations. A few months later the 
announcement was made of an offer by the directors of 
the Royal Bank of Scotland to the shareholders of 
Williams Deacon’s Bank to acquire the shares of that 
institution. Immediately afterwards the public learned 
that arrangements had been concluded whereby the 
important West End branch of the Bank of England 
would be taken over by the Royal Bank as from Monday, 
t1th August, 
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Banking in Scotland has passed through three well- 
defined periods since its statutory commencement in 
1695. These may be specifically defined as the era of 
the old Chartered Banks, the era of the Private Banks 
and the era of the Joint-Stock Banks. For many years 
after their establishment, the old public banks restricted 
their operations to Edinburgh—the city of their origin 
and for long the business and the social centre. At the 
beginning of the eighteenth century the total population 
of Scotland numbered scarcely a million. The country 
was poor, and the poverty was accentuated by the 
ravages of war. As time progressed, religious and 
political strife gradually became subservient to commer- 
cial enterprise, and by the middle of the eighteenth 
century, and after the debacle at Culloden, events had 
so far adjusted themselves as to warrant some enterprise 
in the West, and to afford some prospects of stability. 
Banking in Glasgow may be said to date from 1750, 
when five Glasgow merchants—all of them men of 
probity and honour—founded the famous banking house 
of Dunlop Houston and Co., familiarly known as The 
Ship Bank from the design of its coat of arms. The 
Thistle Bank, established eleven years later, had, like 
its contemporary, a long and honourable history, which 
continued until well into the succeeding century. These 
and other institutions, well known in their time, in the 
course of years became integral parts of the earliest 
joint-stock bank in Glasgow which, established in 1830 
as the Glasgow Union Banking Company, is now the 
centenarian of the current year. The bank, with head 
offices in both Glasgow and Edinburgh, and two offices 
in London, operates at about 200 branches in Scotland. 
It has a large interest in the British Overseas Bank, and 
remains one of the four independent banks in Scotland. 
Among the notable developments identified with the 
centenary arrangements may be mentioned an increase 
in paid-up capital of £200,000 consequent upon the 
creation of 200,000 new shares of a £1 denomination. Of 
this amount 100,000 shares were allotted to existing 
proprietors at the rate of one new share for every ten 
already held, the remaining moiety being offered to 
proprietors in corresponding ratio at the price of £3 per 
share. Over a considerable period the shares of the 
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Union Bank have commanded the highest premium on 
the Stock Exchange among all the banks in Scotland, and 
the capital appreciation associated with the centenary 
issue was a decided windfall to those whose good fortune 
it was to be on the register as at the last annual reckoning. 
A generous staff bonus was also included in the general 
arrangements. Principal Rait, LL.D., of Glasgow 
University, has now, we understand, completed his com- 
mission as the bank’s historian, and an interesting volume 
will shortly be added to the records of Scottish 
enterprise. 

The remarkable expansion of the Royal Bank of 
Scotland during recent years has been unquestionably 
the most outstanding feature in Scottish banking over 
the past decade. The bank was established by Royal 
Charter in 1727, and for nearly a century—prior to 1924 
—its paid-up capital stood at £2,000,000. In the year last 
mentioned the bank acquired the important private 
bank of Messrs. Drummond at Charing Cross, following 
upon which the capital was increased by £500,000. In 
July of the current year proposals for the acquirement 
of Williams Deacon’s Bank were made public, and these 
were referred to in the August and September issues of 
THE BANKER. At a meeting held in Edinburgh on 
August 20 the gratifying announcement was made that 
acceptances representing over 85 per cent. of the share 
capital had been received. The stockholders of the Royal 
Bank having unanimously approved the arrangement 
for the fusion of interests and the relative increase of 
capital, the scheme proceeded with the best goodwill of 
both parties to the deal. 

In his speech at the meeting at which the final 
arrangements were approved, His Grace the Duke of 
Buccleuch, K.T., as Governor of the Royal Bank, made 
some interesting observations as to the general policy 
followed by the bank in its programme of extension, and 
these may be read in amplification of the details pre- 
viously published. Realizing that the trend of business 
was definitely southwards, the directors had repeatedly 
considered the opportunities which lay beyond the 
Solway, and in opening up business relationships with 
English centres, the readiest course which lay open was 
to acquire an auxiliary with already established connec- 
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tions along the trade routes. Williams Deacon’s Bank 
is the modern representative of the old Manchester and 
Salford Bank, established in 1836. This institution 
became registered as a limited liability company in 
1881, and a few years later joined forces with the 
London Clearing Bank known as Williams Deacon, 
Thornton and Co., established in 1771. The bank is 
very strongly represented in Lancashire, where it has 
given wholehearted support to the process of rational- 
izing the textile industry. It has also important offices 
in the Midlands, and of its 203 branches, seven are located 
in London. The controlling interest in a concern of such 
magnitude will, of course, enormously enhance the Royal 
Bank’s prestige, and, incidentally, its stock will enjoy a 
much wider market. In this connection it is interesting 
to note that while official quotations are based upon the 
prices ruling for each £100 of stock, transactions may be 
for shillings and even pence, and like its contemporary, 
the Bank of Scotland—whose stock is also quoted on a 
per cent. basis—the Royal Bank includes in its register 
many holdings of comparatively small amounts. A 
general recognition of this arrangement would dispel a 
popular fallacy as to the qualification demanded of a 
holder, often erroneously believed to be outside the scope 
of the small investor. 

A further development in the programme of Scottish 
enterprise was the acquirement by the Royal Bank of 
the important Western Branch of the Bank of England. 
The change-over took place as at 11th August last, and 
was fully described in the September BANKER. By its 
latest acquisition, the Royal Bank has now, in addition 
to its City office in Bishopsgate, three branches in the 
West End, two of which span several generations, in the 
course of which business has developed with the growth 
of traffic in the direction of Westminster. To succeed 
the Bank of England in the famous Uxbridge House, 
where for eighty years it has conducted business, is 
something beyond a merely commercial deal. Itisa high 
compliment paid to Scotland as a whole, and more 
particularly to one of its senior institutions. 

The events to which we have referred in detail are in 
themselves of such magnitude as to make the year 1930 
an annus mirabilis. A tradition of conservatism and, to 
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some extent, exclusiveness was in some degree super- 
seded when four Scottish banks became absorbed by 
London combines, and the prophets of that day featured 
a still wider sweep of the net. Recent events have shown 
that an absorbing process is possible from the other end, 
and in addition to the Royal Bank—which has certainly 
set the pace—there still remain three other institutions 
in the enjoyment of independence whose future policy 
as regards expansion will no doubt provide ample 
material for the chronicler of a later day. 

So far as Scotland is concerned, the dark cloud of the 
industrial depression still hangs on the horizon, and until 
there is some definite adjustment of existing conditions, 
a marking time process is bound to continue. While bank 
deposits in Scotland in aggregate showed over 1929 a 
certain measure of expansion, a contraction of no less 
than £1,500,000 was shown by one institution. The next 
few weeks will reveal the reckonings applicable to the 
current year. While it is generally believed that deposits 
are being in the main conserved, it is conceivable that, 
in view of the low rates of interest now current, an appre- 
ciable amount may consist of temporary money, taken 
in London, where special rates are quoted for substantial 
sums at fixed periods. The conservation of deposits has, 
however, been materially helped by the arrangements 
now operative as regards the small savings schemes put 
into operation by the joint-stock banks two years ago, 
under which sums from one shilling and upwards, to the 
extent of £200 in any one year, may be lodged at a 
slightly higher rate than that now ruling on ordinary 
deposits. This has had the effect of counteracting to 
some extent withdrawals of larger lodgments in order 
to obtain a more lucrative return, and has probably to 
some extent popularized the joint-stock banks in a field 
hitherto mainly served by trustee savings banks. It is 
a remarkable fact that the last-named have been able to 
report, in the vast majority of cases, steadily increasing 
lodgments, notwithstanding the many untoward con- 
ditions operative against the conservation of resources. 

In the department devoted to general advances, 
banking returns continue to show a steady upward ten- 
dency, the massed totals published over the course of 
1929, viz. £160,789,000, being higher than the previous 
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year by nearly £12,500,000. To meet the requirements 
of borrowing clients the banks have in every instance 
readily realized Government stocks, or reduced holdings 
in Treasury bills, and from details made public by one 
of the senior banks at the last annual meeting, advances 
would appear to be very satisfactorily distributed among 
all classes of industry. Despite the trade depression and 
the consequent contraction in the normal demand for 
credit by trade and industry, it is possible that advances 
will still further increase their volume. For some months 
past the Stock Exchange has witnessed a condition of 
unprecedented depression, and in the industrial section 
prices have fallen to levels not seen for many years. A 
natural unwillingness to realize investments under exist- 
ing conditions has resulted in a steady demand for 
banking facilities, and trustees who have had to find the 
wherewithal for the heavy death duties now operative 
have in not a few cases preferred to arrange loans with the 
banks rather than realize shares at an inevitable sacrifice. 
One thing is certain. At no period in their long history 
have the banks in Scotland been better equipped to meet 
the demands of the times, and recent extensions and 
acquirements would seem to warrant the inference that 
resources are amply adequate to seize any opportunity 
for still further expansion. 


Bankers and Surety Securities 
By Our Legal Correspondent 


II.—DIscLOSURE AS BETWEEN CREDITOR AND SURETY 


UITE outside the terms of any particular contract 
Q of suretyship there are matters arising in and 

about the formation of the contract that are of 
some considerable practical interest. For instance, 
having regard to the tenderness of the law and equity 
towards sureties, one might expect to find cases where 
the question arose, Is the contract of suretyship one of 
those (like insurance contracts) termed by lawyers 
agreements uberrime fidei? In other words, is the 
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creditor not bound to make full disclosure to the intend- 
ing surety of all material facts affecting his risk? We find 
the question debated in varying circumstances right 
from 1845 up to quite recently, and it is refreshing to find 
that, as generally is the case, the lawyers are practical 
folk and that they have not made impracticable the 
limits of legal protection even for sureties. But the 
question of disclosure and non-disclosure often is so 
linked up with the larger question of misrepresentation 
that it is impossible to say that the problem is not a very 
real one. Any person who has had practical experience 
in the ways of sureties must recall not a few cases in 
which sureties have challenged liability on the ground 
that they have been deceived by material misrepresenta- 
tion by the creditor or his agent, and sometimes the 
challenge has been difficult to meet. It is of interest, 
therefore, to say exactly how the law stands ; its applica- 
tion is then fairly simple, although one never knows when 
a transaction may be impugned on such a ground. Let 
us examine the judicial dicta. 

First, the idea of the contract of suretyship being one 
of “ utmost faith,” or in any way different as regards duty 
of disclosure from any other contract, may be dismissed. 
The precise point was decided by Fry, J., in 1878: 
“Where parties are contracting with one another, each 
may, unless under a duty to disclose, observe silence, 
even in regard to facts which he believes would be opera- 
tive upon the mind of the other, and it rests upon those 
who say there was a duty to disclose to show that the duty 
existed . . . It has been argued that the contract 
between the surety and the creditor is one of those con- 
tracts spoken of as being uberrime fide, and it has been 
held that such a contract can only be upheld in the case 
of there being the fullest disclosure by the intending 
creditor. I do not think that proposition sound in law. 
I think, on the contrary, that contract is one in which 
there is no universal obligation to make disclosure.” The 
judge, however, did not stop there. Apart from universal 
obligation, may not the particular circumstances of a 
transaction raise a duty to disclose? Supposing some 
material statement be made, at the time believed to be 
true, but in the course of negotiations discovered to be 
false, a duty is raised to correct that erroneous statement 
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—‘ very little said which ought not to have been said and 
very little omitted which ought to have been said may 
suffice to avoid the contract.” And, particularly as to 
omission, the judge remarked: “The avoidance of a 
contract of guarantee by the non-disclosure of a material 
fact depends in each case upon whether, having regard 
to the nature of the transaction and the relation of the 
parties, the fact not disclosed is impliedly represented 
not to exist.” 

In an earlier Scottish case—-Hamilton v. Watson— 
Lord Campbell, in the House of Lords, laid down the test 
of whether disclosure is proper as depending on whether 
there exists any bargain between banker and the 
guaranteed customer of an exceptional character 
affecting the surety’s contract — such as would not 
naturally be expected by a reasonable business man— 
that is to say, that the secret bargain is such as to make 
the debtor's position materially different from the 
natural and reasonable expectation in such a case. If 
so, disclosure is to be expected. But apart from such a 
situation, “if the surety would guard against particular 
perils, he must put the question and must gain the 
information he requires.” In this particular case, the 
guarantor declared he guaranteed a cash credit for the 
purposes of the customer’s future dealings, whereas 
immediately on the completion of the guarantee the 
credit was applied to pay off an old debt due to the bank. 
Lord Campbell found that there was no bargain between 
banker and debtor to that effect—‘“ at most there was a 
concealment by the bankers of the former debt and of 
their expectation that if this new suretyship were given 
it was probable that that debt would be paid off. It rests 
merely on the non-disclosure or concealment of a 
probable expectation.” He went on to say that had there 
been a definite agreement to so apply the credit it ought 
to have been disclosed. Another case—Welton v. Somes 
—illustrates the same point. There was a guarantee by 
two persons to the extent of £5,000 each. It appeared 
that the customer had notified his estimate to the bank 
that the deficiency would be about £7,000 during the 
guarantee, and the guarantors signed in ignorance of this 
estimate. The guarantee was attacked on the ground 
of non-disclosure, and the attack failed. Lord Esher, 
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M.R., applying Lord Campbell’s test, held there was 
nothing wrong in non-disclosure—“ Business could not 
be carried on if such things were compellable to be 
communicated to the guarantor.” 

More recent cases have emphasized the position as to 
non-disclosure. In London General Ommbus Co. Lid. 
v. Holloway (1912, 2 K.B.) the clear distinction is drawn 
between suretyship relating to the fidelity of an employee 
and a guarantee of a customer in regard to his banking 
account. In the latter case, as Kennedy L.J. pointed out, 
“the previous pecuniary dealings between the creditor 
(i.e. the banker) and the person whose future liability the 
surety is invited to secure (i.e. the customer) constitute 
only extrinsic circumstances. They may be material 
circumstances such as might affect the judgment of the 
person who is asked to be surety. But (citing ‘ Pollock 
on Contract’) ‘the creditor is not bound to volunteer 
information as to the general credit of the debtor or any- 
thing else which is not part of the transaction itself to 
which the suretyship relates; and on this point there is 
no difference between law and equity.’ The bank cannot 
reasonably be taken as affirming, by mere silence 
respecting earlier dealings, the financial ability of the 
customer . . . indeed the probable reason for requir- 
ing a guarantee is dissatisfaction with the customer’s 
credit.” 

Again in National Provincial Bank of England Lid. 
v. Glanusk, Horridge, J., held that the non-disclosure by 
a bank to the guarantor of a customer’s overdrawn 
account of facts from which the bank has suspicions that 
the customer is defrauding the guarantor does not dis- 
charge the guarantor from his liability. Horridge, J., 
cited the test laid down by Lord Campbell in Hamilton 
v. Watson and the words of Lord Chelmsford in Wythes 
v. Labouchere to the effect that in a guarantee (other than 
a fidelity bond or guarantee) a creditor is under no 
obligation to inform an intending surety of matters 
affecting the credit of the debtor or of any circumstances 
unconnected with the transaction in which he is about 
to engage which may render the position more hazardous. 
The learned judge also acted on the opinion of Lord 
Salvesen in the Scottish case of Bank of Scotland v. 
Morrison (t1o1t, S.C., at p. 602) when he said: “ There is 
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no authority for the view that it is the duty of the bank, 
whenever it becomes aware of any circumstances 
seriously affecting the credit of a customer, to communi- 
cate at once with any of that customer’s friends who may 
have signed cash credits on his behalf or guarantees for 
his pecuniary obligations.” 

The above cases, however, have to be read and con- 
sidered always with the reservation of Lord Campbell’s 
as to some exceptional position or bargain raising a duty 
to disclose. This can only be gathered from the facts of 
each case which to a prudent bank manager will be 
obvious when it arises. Not only may there be some 
exceptional contract between banker and customer, how- 
ever, but the relation of the parties concerned may be 
known to the manager to be such as may call for special 
explanation. Wives becoming surety for husbands, 
expectant heirs for fathers, and other family matters 
where it is likely that “ undue influence ” may be at work 
suggest themselves as involving careful consideration. 
And there remains in all cases a real risk of such a non- 
disclosure as really amounts to misrepresentation. This 
may easily arise in some discussion between the proposed 
surety and the banker, as in an incomplete answer to 
a question. Sometimes the difficulty arises by a mere 
inadvertence and may yet prove fatal. Take, as an 
example, the case of Stone v. Compton, which illustrates 
the ease of such 2 slip. In that case a surety joined with 
a banker’s customer in a promissory note for £2,000 as 
additional security for an advance of £2,000, which the 
bank secured also by a mortgage from the customer to a 
similar amount. In this mortgage deed was a recital to 
the effect that a debt of £800 then owing by the customer 
had been paid. It had not, in fact, been paid. In the 
course of negotiation this mortgage deed, containing this 
untrue recital, was read over by the bank’s representative 
to the surety on the note. As a consequence, when he 
was sued on the note he successfully set up this misrepre- 
sentation of a material fact and so avoided liability. 

Even in cases less clear irritating defences have fre- 
quently been set up by sureties alleging that such and 
such statements have been made by bank managers in 
the course of arranging the suretyship. One case, for 
instance, where such an allegation was made the surety 
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produced what he swore was a note made at the time of 
an interview in which certain answers were alleged to 
have been given to his questions. The bank manager’s 
only entry of the interview were a few brief entries in 
his desk diary, noting the fact of the surety’s call upon 
him. Where it is a matter of recollection as to what trans- 
pired probably a year previously, it is not always easy 
to meet such an allegation by a surety, who may be at 
the worst none too scrupulous or, at the best, merely 
wrong-headed and mistaken. In experience of cases of 
that kind—which do not always get so far as the Courts— 
the bank manager soon learns the value of the old saw, 
“ Least said soonest mended,” as applied to interviews 
relating to proposed surety transactions. As Sir Edward 
Fry truly said, a very little said which ought not to have 
been said or which ought to have been said when it was 
omitted may imperil a surety contract. Indeed juries, 
even more than judges, are at times inclined to be 
tenderer to sureties than they are to bankers. 
Nowadays, however, the legal principles laid down 
by Fry, J., as set out above will be applied, and as regards 
disclosure of relevant facts we believe his test is in truth 
such as to include and supersede Lord Campbell’s test, 
which was applied to some exceptional agreements 
between banker and customer. In every case that arises 
the facts themselves must vary, but the legal principles 
remain the same: (1) The banker is not bound to volun- 
teer information to the surety unless under very excep- 
tional circumstances. An obvious case is where the 
particular circumstances in the knowledge of the banker 
are such that he must know that the surety is the victim 
of a positive fraud ; or if there be some secret arrange- 
ment between himself and his customer such as is incon- 
sistent altogether with the contract the surety is in fact 
signing. No banker would willingly lend himself to 
what in effect would be a fraudulent misleading of the 
surety. (2) For the rest, in the normal case, if a surety 
asks questions regarding relevant matters affecting the 
transaction care has to be taken to avoid any misleading 
answers. Here again the good faith of the banking 
community can safely be relied upon. But if a surety 
does request information, any that is given should be 
scrupulously accurate. (3) During the continuance of 
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the contract of suretyship a surety may approach the 
banker and ask information. Here the greatest care is 
advisable. It could not be doubted, I suppose, that a 
surety is entitled to know the outstanding balance if he 
should inquire. But any inquisition into the general 
conduct of the account or the general character of the 
customer could scarcely be tolerated—at least without 
the assent of the customer himself; for it has never been 
yet held that it is within a banker’s rights to discuss 
even with a surety these matters, nor to reveal the opera- 
tions of the account and the customer’s business. But 
any information that is given, however prudently, and 
with the assent of the customer, must be such as not to 
be open to any allegation of misrepresentation either 
directly or indirectly by incomplete answers. 

The moral of all this is that although, as was pointed 
out in our last month’s issue, the exact terms of a bank’s 
documents for surety securities render them about as 
secure as they can be, and leave the surety very little 
loophole as matter of contract construction—yet there 
are considerations, outside the contract itself, which may 
affect the validity of the whole. We have dealt here with 
some of those considerations. There remain others quite 
as dangerous as defences open to a surety, some derived 
from the circumstances attending the execution of the 
documents, others also deriving themselves from the 
capacity of the surety himself—as, say, directors of com- 
panies, companies, partners and other special characters. 
These must be left to a future occasion. 


National Bank of Egypt. 


According to a statement in the newspaper 
Mokattam, Sir Edward Mitchener Cook, who is at 
present acting as financial adviser to the Government 
of Siam, has been nominated the new Governor of the 
National Bank of Egypt, in succession to Sir Bertram 
Hornsby, the present Governor, who is due to retire next 
February. 














THE BANKER 
The Progress of Bank 


Mechanization 
By H. L. Rouse 


Chief Accountant of the Midland Bank Ltd. 


URING the past three years a great deal of 

D publicity has been given to this subject, and the 

time is now appropriate for a review of this 
question. 

Mechanization in banks can no longer be considered 
as a doubtful experiment, to be regarded with suspicion 
and handled with caution, but must be accepted as an 
accomplished fact, the principle of which must be 
admitted because the resultant economies, effected by its 
introduction, have fully justified its adoption. The only 
problem now remaining is the extent of its application. 
In a mechanical age such as this, it was inevitable that 
some form of mechanically operated calculating machine 
would oust the old pen-and-ink methods, which, while 
they had sufficed in the past when banking was a 
leisurely profession, were no longer suitable or econo- 
mical under the rapid expansion of business and the 
constantly increasing facilities offered to the public by 
the banks during the past ten to fifteen years. 

Once a decision had been made to dispense with the 
old pass books and bound ledgers, and to substitute typed 
statements and loose leaf ledgers, many machines were 
placed on the market capable of doing the work, and the 
various merits claimed by each were pushed with great 
keenness. The basic difference between these various 
types of machines, regarding the merits of which, for 
handling the work in question, considerable difference of 
opinion still exists, is that one class only furnishes the 
amounts and abbreviated description of the various items 
entered and the last three numbers of the cheques paid 
to the customers’ debit, whilst the other class furnishes 
the amounts and full description of the various credits 
and debits passed to the account. 

The former type of machines are extremely simple to 
operate, and as proof of this fact many of the early 
installations which took place in the first six months of 
1928 were successfully carried through by operators who 
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had only had two or three hours’ tuition on the machines. 
The latter type of machines, however, require highly- 
skilled operators, whose training occupies a considerable 
period if any degree of success is to be obtained. The 
statements issued to the public entered by the first type 
of machine have the abbreviations fully described at the 
foot thereof, and are accompanied by the respective paid 
cheques, whereas, of course, the latter type of statements 
are self-explanatory. In some banks both types of 
machines are employed, the non-descriptive type being 
used for the business accounts, whilst the type giving full 
descriptions are used for the private accounts. 

On the question of which is the most economical type 
of machine to be used, it is obvious that speed of output 
and simplicity of operation are of paramount importance, 
provided always, of course, that the records furnished to 
the customers meet their requirements. If the whole of 
the work to be dealt with can be undertaken on one type 
of machine alone, the speed of which is considerably in 
advance of other types, the resultant economies of staff 
must be in excess of those obtained under any system 
involving the use of machines of a more complicated 
character. Furthermore, holidays and sickness are not 
so liable to cause difficulties and delays in dealing with 
the work within the prescribed hours. 

The much-discussed question of whether the banking 
public would accept statements with abbreviated descrip- 
tions and cheque book numbers instead of payees’ names 
has been definitely settled, for the experience of nearly 
three years has proved that such statements undoubtedly 
meet the customer’s requirements, and the percentage of 
refusals to accept the statements in place of the old pass 
books is diminishing with every new installation. In fact, 
the average of refusals under this heading is now approxi- 
mately only between three and four per cent., and as this 
percentage consists in practice of inactive accounts, its 
effect on the system as a whole is negligible. 

Two questions of great importance are those of the 
reliability of the machines used and the immediate 
service available in the event of machine trouble 
developing. Time alone will prove which of the various 
firms marketing ledger-posting machines can claim the 
best record under these vitally important headings. 
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The change-over in the branches to the new system 
in the early installations presented considerable diffi- 
culties. It was frequently necessary to work throughout 
the week-end, and the large amount of preparatory work 
thus cost a considerable sum in the payment of overtime. 
The benefits of the experience of over 100 installations 
are now being reaped, and most installations are now 
completed before 9 o'clock on the day of transfer, which 
is usually a Saturday, and the cost of the preparatory 
work is quite frequently under £30. 

Other important factors in connection with these 
installations are the substantial economy of floor space 
secured, and the consequent relief of the congestion which 
formerly existed in many offices, where it was impossible 
to extend the premises. When rebuilding old offices or 
designing the layout of new ones the expenses in regard 
to fittings are reduced, because where a complete 
mechanized system is employed, or is to be introduced, 
the number of desks and pedestals required is con- 
siderably less. The cost of stationery of the loose-leaf 
style as opposed to that for rather expensively bound 
ledgers, other supplementary books and pass books, must 
ultimately produce a further substantial economy. 

The all-important question, however, is what 
economies have been effected in the staffs employed by 
the branches in which the new methods have been intro- 
duced. On various occasions articles and paragraphs 
have appeared in the daily Press, most of which are 
entirely misleading. The position as far as the Midland 
Bank Limited is concerned was clearly stated in a paper 
on the subject which was given before the Institute of 
Bankers on December I1, 1929, a full report of which 
appeared in the next month’s issue of their journal. It is 
now possible to establish a definite formula which will 
decide whether it is economical to proceed with these 
installations, and if the results obtained only even equal 
these figures the capital expenditure necessary on the 
introduction of the system is undoubtedly justified. 

This formula may be briefly stetel: Two ledger 
posting machines should enable two male clerks to be 
released and should only necessitate the engagement of 
one new female operator. 

The results obtained from well over one hundred and 
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thirty branches in the Midland Bank show a considerable 
improvement over these figures, and it is fully anticipated 
that it will prove possible to secure the requisite 
economies on an average, in branches with a staff no 
larger than twelve. 

The introduction of machines, as they are usually 
called, has provided the opportunity—in fact, has made 
it essential—to reorganize the whole work of each office, 
and while on broad lines the duties performed by various 
sections of the staff are similar, yet it is absolutely neces- 
sary to treat each branch on its own merits in order to 
obtain the fullest economies. For this reason alone the 
supervision of the various installations must be in the 
control of a small staff of experts, who not only under- 
stand the new method in all its applications, but possess 
the ability rapidly to sum up the conditions and 
peculiarities of each office, cast it into a new mould, and 
determine the total number of staff required to deal with 
the work under varying conditions. 

The problem of placing the large number of men 
released from the branches into which the new system has 
been introduced has not proved unduly difficult, for in 
such large institutions deaths and retirements amount to 
a considerable figure each year. New branches are being 
constantly opened, and the normal increase of business 
helps to create a steady demand for additional staff. The 
number of new juniors entering the service of the bank 
is temporarily checked, but as soon as the process of 
mechanization is complete the normal flow of new 
entrants will be resumed. 
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As previously stated, the public have readily accepted 
the statements in place of the pass-books, and, 
undoubtedly, several features introduced with the new 
system have made an immediate appeal to the customers 
of the bank. Business houses can obtain their statements 
daily or weekly, and are thus enabled to keep a regular 
check upon the entries in their cash books and avoid the 
inevitable delays occasioned by the old system of having 
to leave the pass-books at the bank for several days 
whilst they were being written up. The cheque book 
number is also a more positive method of identification 
than an indifferently written name, and is more con- 
ducive to privacy regarding the company’s affairs. 

The private customer appreciates receiving his state- 
ment monthly or quarterly and being saved the trouble 
of either taking or sending his pass-book to the bank. 
The disclosure of the balance standing to his credit or 
debit at the end of each day’s entries undoubtedly makes 
its appeal. 

From the bank’s point of view, apart from the ques- 
tion of economy, each day’s work, even at heavy periods 
of the month, is dealt with in its entirety, and the auto- 
matic proof of entry obtained, with the consequent 
avoidance of the vexatious problem of tracing clerical 
errors, is itself of inestimable value. 

Mechanical book-keeping in banks has come to stay. 
The main problem of the future is how far can its scope 
be extended. 
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on How the City Works 
> | XI. Some Internal Departments of a Bank 
) 
ar ORRESPONDENCE Department. — A leaflet 
he published by one of the Big Five, after stating 
ng that a bank at the nearest street corner is almost 
VS taken for granted nowadays, goes on to say that “ there 
»k are several classes of people, both in town and country, 
yn in whose breast the banker’s urban ubiquity raises no 
n- f— | enthusiasm whatever, yet who are none the less glad of 
| his services. There will always be more than a small 
e- & minority, for instance, whose homes are at some con- 
le siderable distance from the nearest branch of the bank ; 
k. or who for some cause are always, or frequently, pre- 
or vented from going to the bank in person to transact their 
es | normal business; or who prefer to have an account in 
London.” Commander Murray’s article in the September 
S- number of THE BANKER reminds us too of the many 
ds people whose avocations prevent any but the rarest 
O- personal contact with their bank. 
nt That gentleman has shown the sort of letters that the 
al correspondence department of a big bank not infre- 
quently receives, though he rather kindly refrains from 
y. quoting the kind of reply such questions sometimes elicit. 
ye However that may be, banks can be very helpful to their 


customers, and the variety of the requests made to them 

by post makes the work of the correspondence depart- 

ment considerably less monotonous than that of many 

others. There still appear to be many people who are 

unaware that banks would just as soon transact their 

St is business by post as any other way and, in fact, number 
amongst their most favoured customers people who do 

not visit them once in a dozen years. One of the advan- 
' tages of the “postal account” is that everything is in 
writing, but there is, of course, the corresponding dis- 
advantage that there may be more opportunity for 

forgery or other roguery. In particular, special care 

is necessary in opening such accounts. A bank recently 

had a remittance for this purpose from someone who 

insisted that no inquiries should be made about him 

To locally! The observance of such a condition would make 
L2 
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it very easy for a thief to obtain cash for stolen cheques, 
and, needless to say, the proffered account was declined. 

Branch and agency correspondence are things apart, 
usually reduced to a matter of printed forms, and other 
specialized or isolated departments may manage their 
own correspondence entirely. The main correspondence 
department, which deals with the general business of the 
customers, works in conjunction with all the other depart- 
ments of the bank, and must, therefore, know something 
of the work of those departments. This being so, a 
description of the work of the correspondence depart- 
ment will provide a convenient opportunity of treating 
of the activities of sundry other internal offices which 
have not been dealt with separately in this series. 

Several sacks of letters constitute the morning post. 
Before nine o'clock they will have been roughly sorted 
for the main divisions of the bank: branches, clearing, 
foreign, new issue and other departments, all of which 
are plainly indicated by the envelope itself or the mode 
of address. They will have been cut open by high-speed 
electrical machines, and the contents examined by 
responsible clerks. Soon after nine the correspondence 
department will have sorted their share of the letters and 
distributed the bulk of them to the departments who will 
have to act upon them, and, later in the day, return them 
with an indication of the answer that is to be sent. It 
is the practice in some banks for the correspondents to 
make a note of all incoming letters, marking off the 
entries when the replies are posted. This is the only sure 
way of keeping trace of them. Urgent letters such as 
those containing orders to stop payment of cheques and 
all those containing cheques dishonoured by the banks 
to which they have been presented, are disposed of first ; 
the former go to the cashiers, who record the details, and 
memorize them, and the latter to the unpaid department, 
which debits them (or prevents their being credited) to 
the customers who have paid them in and to whom they 
are forthwith returned, by hand if possible. 

Many of the letters retained by the correspondence 
department will contain remittances. Actual letters are 
unnecessary in these as in many other cases. The 
customer has filled up a credit slip and added his address 
in a space provided. When the particulars are checked, 
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the correspondent fills up a form of acknowledgment, 
makes a brief record, and passes the remittance on to the 
cashiers. Printed forms are supplied for ordering the 
pass-book or a cheque-book to be sent, so that there again 
no letter is necessary. Usually there will be a batch of 
letters from customers who wish to withdraw some 
money. Those who really hate letter-writing may send 
a cheque marked “ Notes by post,” together with the 
address to which the remittance is to be sent. These 
requests are countersigned by one of the higher officials 
before payment is made to the correspondent by one of 
the cashiers. It is usual to insure cash sent by post if 
amounting to more than £5. A running policy for a 
large total sum is held, the underwriters relying on the 
bank to record each item against it until the amount of 
the policy is reached, when it must be renewed. 

The next piece of purely routine work will be to advise 
customers of any sums received for their credit from third 
parties, such as dividends, interest and the like. This is 
becoming a much more general practice than it used to 
be when customers were more content to check the 
receipt of their just dues by a periodical examination of 
their pass-books. Advices of debit will be necessary when 
customers have been charged with some sum of which 
they are not expected to know the details. An adjunct 
to this work is the provision of certificates of the balances 
on companies’ accounts, which have to be posted to 
directors or auditors on specified days of the week, month 
or year. These particulars of credits, balances, etc., are 
naturally supplied by the ledger-keepers. In the same 
way, the securities department will provide particulars 
of bonds due or drawn for redemption, which must be 
communicated to the customer so that he can consider the 
question of re-investment, and the deposit account clerks 
will send up notes of amounts transferred to and from 
current accounts, interest and special fixtures falling due. 
A simple form, often conveyed in a “ window ” envelope, 
suffices for all communications of the classes above- 
mentioned. Two other printed forms are commonly 
used: one is for making inquiries of other banks as to 
the standing of persons known to them and the other 
for answering such inquiries. When asked to procure 
an opinion on someone's integrity or financial standing, 
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a clerk in the information department, if he has not the 
particulars already on his files, calls upon or writes to 
that person’s bank. If he calls, he usually sees the 
manager himself, presents his card and puts his question. 
Recourse is also sometimes had to one of the recognized 
information bureaux. In any case, any information 
likely to be wanted again is filed in a card-index. 

Sooner or later during the day the letters distributed 
in the morning to other departments are returned to the 
correspondents to be answered; while instructions for 
any letters the need for which has arisen in the course 
of the day’s work will also be received. The resulting 
outward letters or copies of them are referred to the 
departments concerned before being submitted to the 
managers for signature. 

The Securities Department—This department (some- 
times known as the stock office) provides a considerable 
amount of work for the correspondents, because, apart 
from purely postal business, much of their counter work 
cannot be completed while the customer waits. For 
instance, an inquiry about a proposed investment calls 
for a stockbroker’s opinion, which more often than not 
is passed on by post. The subsequent buying order will 
be acknowledged, the broker’s contract sent and, still 
later, a transfer deed for signature. Many stockbrokers 
or their clerks call daily with information as to the move- 
ments of prices and frequently take back orders with 
them. A considerable amount of trouble is taken to 
ensure that all brokers who keep their accounts with the 
bank receive a fair share of the bank’s business. In some 
cases purchases and sales accounts are kept in the 
brokers’ names ; in others a separate cheque is drawn for 
each transaction and debited or credited to the customer’s 
account with a credit to commission account of the half- 
commission allowed by the broker. Stock Exchange 
orders received at branches are transmitted to head office 
for execution. 

The securities department is mainly concerned with 
the custody of bonds, share certificates, title deeds and 
other valuable documents. Comparatively little book- 
keeping is needed, but much care in checking and 
handling. Deposits and withdrawals over the counter 
are entered in a book which is signed by the depositor 
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and an official of the bank. Securities deposited are 
entered in what are essentially ledger accounts in the 
names of the customers and having columns for deposits, 
withdrawals and the balances of the individual holdings. 
In addition, there are stock registers in which all the 
different securities are classified, showing the total 
amount held and for which customers. From this can 
be seen at a glance the names of those who must be 
advised of any information reaching the bank concerning 
a particular security. These books are posted from the 
deposit and delivery books, and are periodically checked 
against the securities safely housed in the strong rooms. 
The Loans Office.—Securities held as cover for loans 
and overdrafts are specially earmarked, and the security 
clerks are responsible to the loans office rather than to 
the customers. Banks are primarily custodians of their 
customers’ money and are not justified in taking any risk 
of losing it, but it is sometimes difficult to make would-be 
borrowers see this. In these days of lessening intimacy 
between banker and customer and greater centralization 
of control, the tendency is not only to take marketable 
security for every advance, but to complete the security 
as far as possible. Thus Stock Exchange securities are 
transferred to the bank, there being legal objections to 
the old practice of taking blank transfers. For simplicity 
in accounting, banks generally have nominee companies 
within themselves for the sole purpose of holding 
customers’ registered shares, inscribed stocks, etc. 
Registers are kept, showing each customer’s share of the 
total holdings in the name of the nominee company, and 
dividends are apportioned as received. Shares with a 
liability for uncalled capital are not accepted. Title-deeds 
are usually accompanied by a full mortgage, the equit- 
able charge or memorandum of deposit not being entirely 
free from risk. Other, but less welcome, forms of security 
are life policies and documents of title to merchandise, 
each class of security having its appropriate printed form 
of assignment or charge. Documents representing goods 
are registered in much the same way as Stock Exchange 
securities, but the record will include such data as the 
name of the ship by which they are carried, the dock 
or warehouse where they are stored and how they are 
insured. If a customer wants to sell his security to pay 
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off his loan, stocks and shares can be delivered direct 
to a broker against payment, but this is not convenient 
in the case of merchandise, and a responsible customer 
is sometimes allowed to take away the documents he has 
hypothecated to the bank upon giving in exchange a 
trust receipt. This is an agreement to hold the goods in 
trust for the bank and to account to it for the proceeds. 
The loans department keep, in addition to their loan 
ledgers, an elaborate card index showing the conditions 
governing every advance and the security held against 
it. Interest is calculated by the accountants, who may 
keep duplicate loan ledgers, with columns for the rate, 
the number of days between each change in the loan 
balance, and the interest due for that number of days. 


Australia and Sir Otto Niemeyer 


Sir Otto Niemeyer has just issued, with reference to 
his Australian mission, what he describes as a “ cate- 
gorical statement of facts.” In this he says that he came 
to Australia at the invitation of the Commonwealth 
Government, who had asked the Bank of England for 
advice in dealing with maturities ; that there was never 
any question of the Bank taking over Australian over- 
drefts in London, which together with short debts had 
obWiously to be dealt with by issues in the market ; that 
Mr. Bruce had nothing to do with his visit ; that he only 
gave “at their request” advice to members of the Loan 
Council, and later to the seven Premiers ; that no agree- 
ment was made with Sir Otto, but only an agreement 
between the seven Premiers themselves ; that he, Sir Otto, 
did not represent overseas bond-holders or British manu- 
facturers, but only the Bank of England, whose sole 
interest in Australian finance was a desire to avert serious 
financial difficulties ; and that he neither said nor implied 
that Australia must be “a hewer of wood and a drawer 
of water” for other countries, but only that for a con- 
siderable period Australian manufactured goods are 
unlikely to play a considerable part in her export trade. 
He concluded by saying that Australia has a number of 
serious problems to face, and that he issued this statement 
to prevent time and energy being wasted on irrelevancies 
based on incorrect information. 
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Banking Appointments and 
Retirements 


Barclays Bank. 


R. F. P. HARRIES has retired from the manager- 
M ship of Barclays Bank, Merthyr Tydfil. Mr. 

Harries was born in 1870, and was educated at 
the Cathedral School, St. Davids, Pembrokeshire. In 
1888 he joined the staff of the London and Provincial 
Bank, and after serving at Cardiff Docks and Penarth, 
went to Pontypridd, where he ultimately became chief 
clerk. In 1914 he moved to London, where he was 
appointed Manager of the Stoke Newington, Stamford 
Hill and Stamford Hill (Broadway) branches, but he 
only remained in town for a few months, for he then went 
to Merthyr Tydfil as manager. During the sixteen years 
of his managership at Merthyr Tydfil, Mr. Harries has 
held several important public appointments. He was 
Borough Treasurer from 1914 to 1930, and Treasurer of 
the Merthyr Tydfil Union from 1914 until that body dis- 
appeared in accordance with the recent reorganization 
of local governrnent. He also held sundry other 
treasurerships. He has always taken a great interest in 
religious matters, and was President of the East 
Glamorgan Welsh Baptist Association for the year 
1929-30. He was also for many years President of Zion 
Choral Society, Merthyr, and now that he has retired 
intends to devote himself to the translation of popular 
hymns from English into Welsh and vice versa. 

Mr. E. P. Horden has retired from Barclays Bank, 
Newport, Mon., where he has been manager since IgIo. 
He was born in 1871, and educated at Swansea Grammar 
School and privately. In 1887 he was appointed to the 
Kington office of the Birmingham, Dudley and District 
Bank, and during the ensuing years moved as far afield 
as Sheffield, and also served a term of office on the Bir- 
mingham inspection staff. In 1905, he was appointed 
manager at Leamington Spa, where he remained until 
his transfer to Newport. During the war, he did 
important work on behalf of the wounded and refugees, 
and received a Russian and a Belgian decoration. At 
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Newport, he was Honorary Treasurer of the Chamber of 
Commerce, and was a founder member of the Rotary 
Club of Newport. He also held many other treasurer- 
ships, and in his private life plays tennis, bowls and golf, 
and possesses several other interests. 


Lloyds Bank. 


Captain C. E. Benson, D.S.O., has been elected to a 
seat on the Board of Lloyds Bank. Captain Benson isa 
director and partner of the well-known City House of 
Messrs. Robert Benson and Co., Ltd. He was born in 
1895, was educated at Eton and Balliol, and served 
in the war with the Grenadier Guards, being awarded 
the D.S.O. in 1917. His recreations are shooting and 
fishing. 

Mr. V. W. Wanklyn, formerly Assistant General 
Manager for the West Yorkshire Section of Lloyds Bank, 
has just retired. Mr. Wanklyn was born in 1870, and 
educated at Harrow. After four years’ experience in the 
City Treasurer’s office in Sheffield, in 1895 he joined the 
staff of the Sheffield and Hallamshire Bank. The next 
nine years he spent in or around Sheffield, and in 1904 
moved to Halifax, where he became Assistant General 
Manager of the Halifax Joint Stock Bank. He was 
appointed Deputy General Manager of that institution in 
1913, and five years later, after the Halifax Joint Stock 
Bank and the Halifax and Huddersfield Union Bank had 
joined forces under the name of the West Yorkshire 
Bank, he became General Manager of the new amalgama- 
tion. Shortly afterwards the West Yorkshire Bank was 
absorbed in its turn by Lloyds Bank, but to some extent 
it preserved its identity and separate organization, being 
known henceforward as the West Yorkshire Section of 
Lloyds Bank. Mr. Wanklyn remained as General 
Manager of that section, ranking now, however, as an 
Assistant General Manager of Lloyds Bank. During his 
career, Mr. Wanklyn has held numerous appointments 
outside the bank, including the Presidency of the Halifax 
Bankers’ Clearing House. His recreation is fishing. It 
may be added that on his retirement he was elected a 
member of the West Yorkshire Board of Lloyds Bank, so 
that the banking world will still have the benefit of his 
long and varied experience. 
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National Provincial Bank. 


Mr. D. D. Roberts has retired from the managership 
of the National Provincial Bank, Caernarvon. He was 
born in 1890, and educated at Portmadoc. In 1907, he 
joined the staff of the National Provincial Bank, serving 
successively at Bangor, Hull, Llanrwst, Caernarvon, 
Llanrwst again, Conway, and Wisbech. During the 
war, he was successively in two of the service battalions 
of the Royal Welsh Fusiliers, attaining the rank of 
lieutenant. His recreations are golf and motoring. 


Westminster Bank. 


The directors of Westminster Bank have appointed 
Mr.C. Lidbury to be Chief General Manager in succession 
to Mr. John Rae, whose retirement was noted a month 
ago. Mr. Lidbury is still a comparatively young man, 
but he has had a varied banking experience, which has 
well qualified him to hold the position of chief executive 
officer of the bank. He joined Parrs’ Bank in 1893, and 
spent the first twenty-six years of his banking career 
mainly in the Midlands and North of England, though for 
three years he held an appointment at Bristol. In 1919 
he was transferred to work of a totally different character, 
for he was appointed Inspector of Foreign Branches of 
Westminster Bank, the new institution in which Parrs’ 
Bank had lately been merged. Four years later he 
became Superintendent of Foreign Branches, and for 
eight years in all he was engaged on the foreign side of 
Westminster Bank’s activities, spending his time partly 
in London and partly on visits abroad. In 1927 he was 
appointed a Joint General Manager, and placed in charge 
of Threadneedle Street, one of the principal City offices 
of the bank. It was now clear that he was destined for 
the highest position in the bank, and so his new pro- 
motion was not only expected, but is generally welcomed 
in the City. 

Mr. Lidbury is succeeded at Threadneedle Street by 
Mr. W. Bentley, who also becomes one of the Joint 
General Managers of Westminster Bank. Mr. Bentley 
was at one time on the inspection staff of the bank. Later 
on, he was appointed a superintendent of branches, and 
in 1927 went to Threadneedle Street as Assistant General 
Manager. 
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North of Scotland Bank. 


Mr. George W. Reid has retired from the bank’s 
agency at St. Nicholas branch, Aberdeen, formerly the 
Head Office of the Town and Country Bank, and one of 
the larger branches of the bank. Mr. Reid entered the 
service of the bank at Friockheim branch in 1881, and 
after serving at Portsoy, Inverurie, and Market branch, 
Aberdeen, was appointed in 1900 to the agency at 
Lochee (Dundee). He was promoted to the Head Office 
as an Inspector of Branches in 1903, became Senior 
Inspector in 1905, and was appointed to the agency at 
St. Nicholas branch in 1921. 

Mr. Ralph Hunter, agent of Commercial Road 
branch, Aberdeen, succeeds Mr. Reid in the agency at 
St. Nicholas branch. Mr. Hunter entered the service in 
1902 at Fife-Keith branch. He, in due course, became 
accountant at that branch, and served in the same 
capacity at Falkirk and at St. Nicholas branch, Aber- 
deen. He was appointed to the agency at Rosemount 
branch, Aberdeen, in 1921, and was promoted to 
Commercial Road branch, Aberdeen, two years later. 





International Banking Keview 


UNITED STATES 


LTHOUGH there have been a few failures on the 

New York Stock Exchange, none of the New 

York banks of standing have so far been affected 

by the depression. The number of small bank failures 
throughout the United States is no larger than in previous 
years, and there has not been for some time any suspen- 
sion of any banks of importance. Rumours of the alleged 
difficulties of some important New York financial houses, 
which reappeared in circulation from time to time, have 
proved to be without foundation, for while in some cases 
they may have originally been justified, the houses in 
question received timely support which enabled them to 
avoid suspension. In this respect there seems to be an 
exemplary solidarity between the American banks, which 
has largely assisted them to weather the storm. 
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The Chester National Bank, Chester, Pa., has 
absorbed the Cambridge Trust Company. The Wis- 
consin Bankshares Corporation, Milwaukee, has added 
to its chain of banks another thirteen banks, thereby 
increasing the total resources of the banks it controls to 
$321 millions. The Northwestern Bancorporation, 
Minneapolis, has acquired the control of the Lincoln 
National Bank and Trust Company, Nebraska, with 
deposits amounting to $2,250,000. The only capital 
increase reported recently is that of the Chemical Bank 
and Trust Company, which is raising its share capital 
from $15 millions to $21 millions. This will entail an 
increase in its reserves and undistributed profits from 
$21 millions to $43 millions. 

The Cleveland Trust Company celebrated the thirty- 
fifth anniversary of its existence on September Io. Its 
deposits amount to over $300 millions, and it has over 
500,000 accounts. It is generally considered to be one 
of the most active out-of-town banks, with excellent 
connections abroad and a considerable volume of foreign 
business. The Lefcourt National Bank and Trust Com- 
pany, which was established in New York in 1929, has 
changed its name into National Safety Bank and Trust 
Company. Its founder and president, Mr. A. E. Lefcourt, 
resigned his post. The Merchants Trust and Savings 
Bank of Cleveland failed on September 15, with deposits 
amounting to about $2 millions. The Raleigh Banking 
and Trust Company, Raleigh, N.C., suspended payment 
on September 17. Its deposits amount to $2,167,000. 


FRANCE 


On the initiative of the Minister of Colonies, the bank- 
ing house of Bauer Marchal & Cie. has formed a group 
to support the Banque Francaise de |’Afrique. It has 
been known for some time that the bank was in a difficult 
position owing to the immobilization of its resources in 
Roumanian oil enterprises. To avoid the serious conse- 
quences of the failure of a colonial bank, it has been 
decided to take the necessarysteps to see the bank through 
its difficulties. It is not known whether this will involve 
the change of the bank’s control. Another banking firm 
which has got into difficulties is the Banque Vasseur, 
which suspended payment on October 16. This firm was 




















THE BANKER 





138 








established in 1911, and absorbed the sein firm of 
Banque Stiri Bloch & Cie. in 1922. It extended its 
operations considerably during the exchange boom of 
1925-27. Its suspension was the consequence of a run 
of depositors, caused by adverse rumours. Total deposits 
amounted to about 20,000,000 francs, mostly in small 
sums. According to Paris reports, the bank’s assets 
exceed its liabilities, and it may reopen later. 

No particular importance should be attached to these 
difficulties, which inevitably occur in every centre. Paris 
has been remarkably immune from any noteworthy 
banking troubles ever since 1928, thanks to the general 
prosperity which enabled even weak firms to carry on. 
Now that the boom is over, there may be a few failures, 
but they will not affect fundamental banking conditions 
in Paris, which are inherently sound. 

The Credit Foncier de France is issuing a 44 per cent. 
debenture loan of 2,200,000,000 francs, redeemable in 
50 years, with option to redeem it as from 1936. Part of 
the proceeds will be used for the conversion of loans 
issued at a high rate of interest, while the rest will serve 
the purpose of satisfying new demands for credits. On 
June 30, the outstanding amount of long-term loans 
granted by the Credit National was 649,126,088 francs, 
against 566,235,818 francs on December 31, 1929. The 
reserves of the institution increased from 240,676,410 
francs to 253,006,780 francs. 

The net profits of the Banque de l'Afrique Occidentale 
for the business year ended June 30, 1930, amounted to 
7,793,546 francs, against 7,059,522 francs for the previous 
business year. The Banque de Madagascar has earned 
a net profit of 728,495 francs during the first half of this 
year, against 990,852 francs during the corresponding 
period of 1929. The net profits of the Banque Franco- 
Japonaise amounted to 1,573,260 francs, against 
1,553,516 francs for the previous business year. 

The shareholders’ meeting of the Banque de Suede 
et de Paris has authorized the board to increase the 
capital of the bank to 200,000,000 francs. Quite 
recently the capital was increased from 40,000,000 francs 
to 100,000,000 francs. 

The board of the Banque de la Guadeloupe has been 
authorized to increase the capital of the bank to 9,000,000 
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francs. The annual report states that, thanks to the 
influx of funds from the Motherland, rates of interest in 
the colony have declined to their pre-war level. 


GERMANY 


In spite of the heavy withdrawals of funds—both 
German and foreign—and the general unsettled situation 
brought about by the result of the elections, there have 
not been any bank failures of importance. Apart from 
the failure of a few local private banks, the only bank 
which got into difficulties recently was the Kreditbank fur 
Auslands und Kolonialdeutsche G.m.b.H., Berlin. This 
bank was established some years ago to grant advances 
on the claims of German subjects against the German 
Government for compensation for property seized 
abroad during the war. The bank raised last year a loan 
of 1,000,000 guilder in Holland. The banking house 
G. H. Fischer, Halle, which was established in 1894, has 
suspended payment. The meeting of the shareholders 
of the Deutsch-Hollandische Discontbank A.G., Berlin, 
decided to liquidate the company, as it had lost more 
than half of its share capital. As a result of an agree- 
ment with the chief creditor, it will be possible to avoid 
failure, and the company is now to go into voluntary 
liquidation. The liabilities of the Reichsbund-Bank A.G. 
amount to 2,740,000 reichsmarks, while its assets are only 
valued at 620,000 reichsmarks. The creditors will receive 
30 per cent. through a guarantee of the Dresdner Bank. 

A great mortgage bank combine has been established, 
with an aggregate circulation of about £137,500,000 in 
mortgage bonds, municipal obligations, etc. It embraces 
the eight institutions which have formed the Gemein- 
schaftsgruppe Deutscher Hypothekenbanken, the 
Preussische Central-Bodenkredit A.G., the Pfandbrief- 
bank and the Frankfurter Hypothekenbank. The leader- 
ship is taken over by the Preussische Central-Boden- 
kredit A.G. 

A bank is being established in Berlin under the name 
of Deutsche Siedelungsbank (German Settlement Bank), 
with a share capital of 50,000,000 reichsmarks and an 
initial reserve fund of the same amount. The funds will 
be provided by the Government of the Reich and the 
Prussian State Government in equal shares. Its object 
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is to finance the settlement of Germans along the eastern 
frontiers, especially in Eastern Prussia. The new bank 
will take over the administrative organizations of those 
departments of the Rentenbank-Kreditanstalt and the 
Prussian State Bank, which have hitherto been in charge 
of the operations. Its liabilities will be guaranteed by 
the Governments of the Reich and the Prussian State. 
Another official bank is being established under the name 
of Deutsche Gesellschaft fur Offentliche Arbeiten A.G., 
with a capital of 150,000,000 reichsmarks. The Govern- 
ment of the Reich will transfer to this last institution 
its claims against municipalities, corporations, etc., 
amounting to about 372,000,000 reichsmarks. 

Towards the end of September some special buying 
of Reichsbank shares was noticed. It is believed that 
the Reichsbank was buying its own shares, so as to 
reduce the outstanding amount of its capital from 
153,485,125 reichsmarks to the round figure of 
150,000,000 reichsmarks. 


ITALY 

The Banca Agricola Italiana has liquidated its rela- 
tions with its founder, Signor Gualino, former president 
of the Snia Viscosa S.A. The claims of the banks against 
the companies controlled by Signor Gualino amounted 
to about 250,000,000 lire, or a sum sufficient to immobilize 
the bank’s resources. As the authorities were anxious 
to avoid difficulties—which would have affected a large 
number of small depositors among the rural population— 
the Bank of Italy took charge of the bank, and called 
upon Signor Gualino to repay the debt. An agreement 
has eventually been reached, in virtue of which Signor 
Gualino’s Italian property has been liquidated to meet 
the liabilities. There have been several small failures 
and settlements out of court lately. The Credito Regionale 
Ligure, Genoa, concluded a settlement with its creditors. 
Its assets amount to 63,780,000 lire, its liabilities to 
45,830,000 lire. The privileged creditors will be paid in 
full, while the rest will receive 40 per cent. The Banco 
Depositi e Riposti, Rome, has also concluded a settle- 
ment, in virtue of which small depositors will be reim- 
bursed in full, while other creditors will receive 60 per 
cent. The Banco Agricola Commerciale del Mezogiorno, 
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Naples, has absorbed the Credito Meridionale of the 
same city. 

The absorption of the Banca Italo-Britannica by the 
Banca d’America e d'Italia took place on October 1. At 
the same time, the following members of the board of 
directors of the Banca Italo-Britannica joined the board 
of the Banca d’America e d'Italia: Mr. Cameron 
Cobbold, a director of the Italian Excess Insurance Co., 
Milan; Mr. Patrick Ashley Cooper, chairman of the 
Primitiva Gas Co. of Buenos Ayres; Mr. Ralph Ashton 
Hamlyn, chartered accountant, London; Mr. James 
Henderson, managing director of the Italian subsidiary 
of J. and P. Coats, Ltd. ; and Mr. E. F. Spurgeon, director 
of the Prudential Assurance Co. Mr. James Henderson 
has also been appointed a member of the Executive 
Committee. Although no details are available as to the 
arrangement between the British group and the Banca 
d’America e d'Italia, judging by the number of the 
former’s nominees on the latter’s board, the extent of its 
participation in the Italian bank’s capital must be 
considerable. 

The Consorzio Mobiliare Finanziario, Milan, a sub- 
sidiary company of the Banca Commerciale Italiana, 
earned a net profit of 24,130,000 lire during the year 
ended June 30, against 23,730,000 lire during the previous 
year. The securities holding of the company increased 
from 776 millions to 842 millions, largely as a result of 
buying of Banca Commerciale Italiana shares to support 
the market. 





HOLLAND 


The net earnings of the Hollandsche Bank voor 
Zuid-Amerika for the past business year amounted to 
1,510,000 guilder, against 1,610,000 guilder last year. The 
dividend remains unchanged at 6 per cent. In the course 
of the year, the bank purchased in the market its own 
shares to an amount of 1,479,000 guilder, equivalent to 
nearly ten per cent. of its share capital, this being done 
to support the market against the adverse effects of 
unfounded rumours. 


BELGIUM 


The Banque de Bruxelles has declared an interim 
dividend of 2:4 per cent. It is believed that the Banque 
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Belge pour |’Etranger will maintain its dividend at 50 
francs net, in spite of the increase of its profits. The 
Banque du Congo Belge maintains its dividend at 80 
francs. The dividend of the Banque Commerciale du 
Congo remains unchanged at Ioo francs. 


LUXEMBOURG 


During the last few months, a large number of holding 
companies and trust companies were established in 
Luxembourg. It is believed that the fiscal régime of the 
country secures these companies certain advantages as 
regards taxation in their own countries. The leading 
Luxembourg banks have participated in the establish- 
ment of most of such companies. 


Monaco 


The Banque de Monaco, which is the principal local 
bank, possessing several branches in the French Riviera, 
has suspended payment. Its liabilities are estimated at 
20,000,000 francs, most of the creditors being the local 
inhabitants of Monaco. The authorities have initiated an 
investigation into the management. 


SPAIN 


The Government has suspended the Marques de 
Cabra, acting Governor of the Bank of Spain in the 
absence of Senor Bas, the Governor, who left with a com- 
mission for Paris and Basle. The cause of the suspension 
is that the Marques de Cabra is alleged to have disobeyed 
the Finance Minister’s instructions. It is believed that 
the disagreement arose on the question whether any part 
of the gold reserve should be exported. The officials of 
the Bank of Spain have decided to resist to the utmost 
any attempt to export gold. 

The Barcelona private banking firm Banca Magin 
Valls is in difficulties. As its unfavourable situation has 
been known for some time, its foreign credits are believed 
to have been called in. The bank was established in 
1882 as Hijos de Magin Valls, and its capital amounts to 
14,000,000 pesetas. Until comparatively recently, it 
enjoyed a good reputation. 

The board of directors of the Banco Espanol de 
Credito has decided to dispose of part of the bank’s 
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holding of its own shares. These shares will be offered 
to the shareholders at the rate of one new share for each 
ten shares held. 

The net profits of the Banco de Vitoria increased 
from 605,000 pesetas in 1928 to 673,000 pesetas in 1929. 
The Banco Hijones de Credito increased its net profits 
from 525,000 pesetas in 1928 to 661,000 pesetas in 1929. 
The net profits of the Banco Clamarte dropped from 
818,000 pesetas in 1928 to 492,000 pesetas in 1929. In 
each case, the dividend remains unchanged. 


SWITZERLAND 


The creditors of the Zurich banking firm Wolfens- 
berger and Widmer A.G. have received the first dividend 
of 10 per cent. of their claims. It is believed that assets are 
sufficient for another small payment, but the amount 
will depend upon the result of litigations in progress. 

As a result of the influx of funds from abroad, it has 
become increasingly difficult for Swiss banks to place 
their funds profitably. They have decided, therefore, to 
discourage the influx, and have reduced the rate of 
interest on foreign deposits. In several cases the banks 
have ceased to pay any interest on new deposits, while 
some banks have gone so far as to decline to accept any 
fresh deposits. 

During the last few months, several trust companies, 
holding companies and finance companies of an inter- 
national character have been registered at Basle. It is 
believed that the choice of the seat of these companies 
was influenced by the fact that the Bank for International 
Settlements is located in that centre. 


CZECHOSLOVAKIA 


Rumours are in circulation as to the impending 
amalgamation of the Banque d’Escompte de Boheme and 
the Banque pour le Commerce et I’Industrie. These 
rumours have been denied in official quarters. 

Mr. Novotny, President of the Bohemian Industrial 
Bank, and one of the leading bankers of the country, 
died last month. He has been associated with his bank 
for several decades. 
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GREECE 


The banks have decided to make an all-round reduc- 
tion of their rates of interest. The rate on sight deposits 
has been reduced to 3 per cent. by the National Bank, 
and to 3} per cent. by the other banks. Possibly these 
reductions will be followed by a reduction of the Bank 
rate from 9 per cent. 


POLAND 


The return of the Bank of Poland for the ten days 
ended September 30 shows a decline of its gold stock 
by 141,620,000 zloty and a corresponding increase of 
its foreign exchange holding, as a result of the sale of part 
of its gold reserve held abroad. A great part of the gold 
was sold in London. The step was taken as a result of 
the persistent decline of the bank’s foreign exchange 
reserve. 

Total deposits held by the Bank Gospodarstwa 
Krajowego on June 30, 1930, were 802 million zloty, 
against 672 millions at the end of last year. The amount 
of credits granted increased by 149 zloty. 


DENMARK 


The annual report of the Nationalbanken i Koben- 
havn states that for the present there is no intention of 
restoring the Scandinavian Monetary Union. This step 
would necessitate the issue of gold coins, which is con- 
sidered undesirable. The Bank did not lose any gold 
during the past year, as it supported the exchange when- 
ever it became necessary. The net profits amounted to 
6,100,000 kroner, against 5,560,000 kroner for the 
previous year. The Government's participation in the 
profits was 1,700,000 kroner. 


NORWAY 
A small local bank, the Holmestrand and Oplands 
Aktiebank, Holmestrand, has stopped payment, owing 
to a run of depositors caused by the failure of a small 
savings bank. The Drammens Privatbanken, now in 
liquidation, will pay a second dividend of Io per cent. 
to its creditors. 
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SWEDEN 


Deposits in Swedish banks showed a remarkable 
increase during the course of this year. The increase 
was 240 million kroner for the first seven months, against 
100 millions for the corresponding period of last year and 
83 millions in 1928. At the same time, however, there 
was a decline of deposits in savings banks. 


CUBA 


The Banco del Comercio, one of the principal banks 
of Cuba, suspended payment on October 1. It was estab- 
lished ten years ago, and has a share capital of $2,500,000. 
Its suspension resulted in a run on other banks, which 
was, however, checked with the aid of the $25,000,000 
received from the Federal Reserve Bank of Atlanta. 


PERU 


The Banco de Lima y Londres, one of the leading 
banks of Peru, has suspended payment. A Government 
decree authorized its suspension for ten days, and it is 
hoped that meanwhile it will be possible to find means 
for reopening the bank. It was founded in 1877 through 
the fusion of two local banks, and has sixteen branches 
scattered all over the country. 


ARGENTINA 


The Nuevo Banco Italiano, Buenos Ayres, earned a 
net profit of 2,358,000 pesos gold during the business year 
ended June 30, 1930, on its share capital of 10,000,000 
pesos gold. 


JAPAN 
During the first half of the current year, the deposits 
of the Mitsui Bank declined by about 12 million yen to 
650 millions. The net profit for the half-year was 
4,133,000 yen. A dividend of 10 per cent. per annum 
has been declared. 
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American Banking 
Consolidations and Costs 


By H. Parker Willis 


OTWITHSTANDING the general depression of 
N business in the United States, the question of 
further bank consolidation remains urgent; and 
plans for amalgamations continue to be discussed with 
a probability of early and important developments. This 
state of things is, of course, most notable among the large 
banks, for while the drift toward reduction in the number 
of units continues among those of smaller size, it presents 
itself largely in the form of threatened failures, which 
culminate in the absorption of unsound units by those 
banks of a community which have been able to maintain 
themselves in stronger conditions. Whether through 
voluntary consolidation, prompted by desire for profits 
growing out of stock-jobbing, through genuine effort to 
reduce expenses and increase efficiency, or as a result 
of weakness and probability of failure on the part of 
unsound institutions, the lessening of the total goes on. 
It is a phenomenon which betokens a great underlying 
change in the financial structure of the country. 


The following table relating to bank mergers is based 
upon data compiled by Dr. John M. Chapman, of 
Columbia University :— 


Number of Banks Number of Banks 
Mergers. Affected. Mergers. Affected. 
IgIo .. < oa 282 1g20 .. ‘<a 
IQII .. oe 3 247 1g2I .. .. 306 
19gI2 .. .. 138 274 1922 .. .. 351 
1913 .. .. 129 257 1923 .. .. 353 
IQI4 .. .. 154 314 1924 .. .. 364 
I9I5 .. .. 168 334 1925 .. .. 365 667 
1916 .. .. 150 286 1926 .. .. 432 826 
I9QI7 .. -~ a 256 1087 .. .. 558 
1918 .. ~. 225 246 es. * os gI9 
IgI9 .. .. 189 368 | 1929.. .. 561 1,054 
As the table shows, the drift toward consolidation was 


never so marked as in 1929, the last year for which figures 
are available, but current indications suggest that the 
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data for 1930 will show a record equally high, if not even 
more marked. It is, of course, unquestionable that 
mergers and consolidations, due to the prospect of suc- 
cessful stock manipulation, have been less numerous and 
less attractive, owing to the current business depression ; 
but equally obvious is the fact that the number growing 
out of depressed conditions and business embarrassments 
is much greater than hitherto, and the latter element of 
growth will probably fully offset the reduction in com- 
binations which has occurred partly as a result of the 
smaller opportunities for stock manipulation and merger 
profits. Apart from the continuation of the drift towards 
combination thus indicated, the point of major interest 
is the existence of two well-defined areas of consolidation 
—the one including States such as North Dakota, Minne- 
sota, Missouri, and other mid-western commonwealths, 
where mergers have been numerous owing to the weak- 
ness of small banks; and the other covering States such 
as New York, Illinois, California, Pennsylvania, and 
others where large cities exist, and where the city amal- 
gamations have been in progress for reasons quite 
different from those which have inspired the merger 
movement elsewhere. 

It must also be noted that several periods of growth 
have shown themselves. One such culminated at the 


. opening of the war, and was followed by a reaction due 


to the change of conditions which accompanied that 
struggle. Another culminated about three years after 
the close of the war, ending nearly simultaneously with 
the first post-war inflation period. The high figures 
which were reported for 1929 represented the increment 
of consolidations which was the outgrowth of the 
“boom ” period that developed prior to the panic of that 
year. It would not be strange were consolidations now 
to decline for a time, following the cyclical tendencies of 
past years—though, as already noticed, the prelimi- 
nary figures already available seem to show that the 
“peak” of the movement was not reached with 19209, 
owing apparently to the growth in the number of 
embarrassed banks which found surrender of their 
charters and fusion with other institutions the easiest way 
out of their difficulties. If this forecast proves correct, 
we may probably expect the peak of the merger move- 
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ment to fall somewhat later, and recession to come at 
a time when internal banking conditions have been 
partially rectified. 


Underlying the whole merger movement is the 
question of the cost of bank operation. The small banks 
find in high costs their main source of difficulty, while 
the large institutions find that one of the great advantages 
of consolidation is that it enables costs to be reduced, and 
unit profits increased through the combination of trans- 
actions and the elimination of excessive “ overhead” 
charges. A year ago, in his annual report, the Comp- 
troller of the Currency said that of the multitudinous 
small banks of the country, probably fully 2,000 made 
no profits whatever in 1928, the last year for which full 
returns were available. In any case, for a good many 
years the profit of the national banks, large and small, 
was not far from an average of about 7 to 8 per cent.— 
a figure quite inadequate to compensate for the hazards 
to which the business of banking exposed the capital 
engaged in it in the United States. 


There has been no change in this situation during the 
past year, notwithstanding the fact that up to the time of 
the panic and during the period of high money rates, 
banks had had an opportunity to charge rates of interest 
more remunerative than at other times. This opportunity, 
however, was available chiefly to city banks, the country 
institutions being able to share in it only to the extent 
that they were able to transmit money to New York for 
lending at call. The outcome in general, therefore, was 
to leave the banking situation, so far as earnings and 
expenses were concerned, substantially unchanged. 


Reserve banks, as in former years, have followed the 
developments of earnings and costs, with some care ; and, 
during the past few months, certain of them have pub- 
lished statements of earnings results. Of these, the most 
representative have been given to the public by the 
Reserve Banks of New York and Boston. The Reserve 
Bank of New York, in its review of the situation, finds 
that the ratio of net earnings to “ capital funds ” (capital, 
surplus and undivided profits) was 13°3 per cent. for 1929, 
as against 138 per cent. in 1926, 133 per cent. in 1927, 
and 130 per cent. in 1928. The figure of 133 per cent. 





RAY TITS 




















| 











CONSOLIDATIONS AND COSTS 149 





for all banks thus given, however, became 118 per cent. 
for banks with loans and investments under $500,000, 
12'2 per cent. for those with loans and investments under 
$1,000,000, and 12°8 per cent. for those below $2,000,000. 
Losses charged against securities were 63 per cent. of 
the gross earnings for 1929, in the case of banks with 
loans and discounts below $500,000, 92 per cent. for 
those below $1,000,000, and 86 per cent. in the case of 
those under $2,000,000, as against a ratio of 36 per cent. 
for those with loans and investments above $10,000,000 
outside New York City, and 33 per cent. in the case of 
banks of similar size in New York itself. 

The smaller banks of the New York district appear 
in just as unfavourable a light when attention is given to 
the expense side. For example, the small banks whose 
loans and investments are below $500,000 as above show 
salaries and wages amounting to 211 per cent. of gross 
earnings in 1929, as against 166 per cent. for the largest 
banks outside New York City, and 188 per cent. for the 
largest banks within the city. Further, total current 
expenses averaged 70'1 per cent. of gross earnings for all 
banks, but were 72°5 per cent. in 1929 for the smallest 
institutions, while they were only 626 per cent. for the 
large banks in New York, and 70'5 per cent. for the large 
banks outside the city. Both on the earnings, and on the 
expense side, the small banks have continued to make 
a demonstration of their difficulty in coping with the 
fiercely competitive conditions of banking as carried on 
in the United States to-day. 

The Federal Reserve Bank of Boston, while com- 
puting its returns on a somewhat different basis, finds 
substantially similar results ; and it finds also that, in its 
district, total current expenses in 1929 averaged 75'9 per 
cent. of gross current income from banking operations, 
while in Boston they averaged 678 per cent. Outside 
Boston the ratio averaged 802 per cent. for a group 
of banks representing 68 per cent. of the entire number 
of the 226 banks that reported. These are merely a 
selected few of the returns, chosen with a view to repre- 
senting the situation fairly, in a general way, but they 
may be regarded as giving a correct estimate of the 
situation at large. They tend to show why the country 
bank, and the small bank everywhere, is finding it so 
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hard to maintain an independent existence, and why, 
therefore, consolidations have gone on increasing. 

The liability to failure ought to be considered with the 
utmost care in any survey of the bank consolidation 
situation and outlook, if only because enough experience 
of banking conditions has now been had, and a sufficient 
number of observations of failures made, to make it clear 
that the most important factor leading to consolidations 
is weakness or danger of failure on the part of particular 
institutions. This is most noticeable in the Western and 
Southern States. In the larger cities of the United States, 
as of Canada, the prospect of failure on the part of 
one bank is made the occasion for investigation by 
other institutions of the locality with a view to taking 
over the bank that thus exhibits weakness. A failure 
inflicts so much suffering and loss upon such neigh- 
bouring institutions that they can better afford to pay 
heavily for the acquisition of the assets and the assump- 
tion of the liabilities of such a bank, than to stand 
the loss to themselves which necessarily follows from the 
collapse of one of their neighbours with the consequent 
loss of public confidence and shrinkage of deposits. In 
most States, superintendents of banking to-day urge 
(though they have no powers of corapulsion) the banks 
of a city or town to make some feasible offer for the 
assets of a bank which has been brought to the point of 
failure, provided that these institutions stand ready at 
the same time to protect the depositors. In some cases 
consolidation, through the direct purchase of weak banks 
that are not necessarily on the brink of failure, is being 
pursued as a means of strengthening banking conditions, 
and so severe has been the past effects of local failures, 
that the prejudice against consolidation based upon 
fears of financial monopoly has been very greatly 
lessened. 

The facts thus observed lead directly to the con- 
sideration of what is called “chain banking ”—a phase 
of the banking situation which has been under discussion 
for a number of years past, but which only during the 
years 1926-30 assumed proportions large enough to 
entitle it to rank as a major development. Chain banking 
is the purchase of all, or a controlling portion, of the 
stock of individual banking institutions on behalf of a 
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holding company or individual who thereafter operates 
them in harmony or on a single systematic plan. The 
system has numerous faults and dangers, which need not 
be considered in detail at this point. Obviously, the chief 
among them are irresponsibility, the danger of shifting 
resources from one member of the chain to another at 
crucial moments in order to conceal defects or blunders, 
and the probability that mistakes made in one place will 
be repeated in others. Whatever may be the reasons for 
the movement, it is in effect producing results similar 
to those that follow from consolidation. Should branch 
banking legislation of a more liberal description be 
adopted by Congress, the effect would unquestionably be 
that of bringing about a prompt conversion of the present 
banking chains, in a fair number of cases, into “ strings ” 
of branches. Chain banking may, therefore, be regarded 
as a phase of consolidation or amalgamation, or an inter- 
mediate stage necessitated by existing legislative con- 
ditions. The impetus to chain banking arises from the 
weakness of many small institutions, from the desire on 
the part of those which are unprofitable to sell non- 
paying enterprises to other persons who may be able 
to render them self-supporting, and among the more 
ambitious bankers, from the wish to lay a basis for later 
expansion and for the upbuilding of branches whenever 
legislation may allow. There have been no very definite 
statistics during the past year with reference to the actual 
increase of chain and group banking, so that the statistics 
of the American Bankers’ Association made public in 
October 1929, and showing that, in all, some 1,800 institu- 
tions, with combined resources of $14,000,000,000 or 
more, were included under the various chains and 
groups, remain, perhaps, the most authentic statement of 
the situation to-day. The figures are only rough and 
approximate, but the discussion of the subject offered 
during the hearings before the Banking and Currency 
Committee of the House of Representatives during April 
and May last failed to provide anything more trust- 
worthy. If these data are to be taken as even approxi- 
mately accurate, it is clear that preparation has been 
made for a very much more extensive and elaborate 
growth of the amalgamation movement than has yet 
occurred. 
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A survey of the movement towards consolidation 
shows, with great conclusiveness, that it represents a 
deep-seated change in American financial structure ; and, 
while it has, during past months, at times exhibited a 
spectacular or factitious growth, due to transitory stock- 
market conditions, or other kindred motives, it at the 
same time possesses an underlying basis of real perma- 
nence and broad economic significance. 


The Indian Central Banking 
Enquiry Committee 


EVERAL articles have appeared in previous issues 
S of THE BANKER regarding the problems of Indian 
banking which the Indian Banking Enquiry 
Committee are endeavouring to solve, and it may be of 
interest to give a brief resumé of the facts and position 
generally as elucidated by the reports of the Provincial 
Committees and evidence of witnesses to date. 

The Provincial Committees have dealt primarily with 
the question of rural indebtedness and rural credit, and 
their reports are a valuable survey of existing conditions 
in the vast interior, where ignorance and a low standard 
of living, with their concomitant evils, are the chief 
enemies of progress. The working of legislative measures 
designed to improve the lot of the ryot is reviewed, and 
valuable criticisms and suggestions are made for 
improving existing measures, such as the Agriculturists’ 
Loans Act and the Land Improvements Loans Act. A 
warning note is, however, sounded in the statement that 
in so far as it is impossible for Government to meet the 
whole of the loan requirements of the agriculturists, it 
is futile, if not dangerous, to make sporadic attempts 
to meet a portion of the whole. Such attempts may only 
result in driving the unsatisfied borrower to the money- 
lender, who exacts exorbitant terms for the balance. 

The position of the indigenous banker is dealt with 
at considerable length, and it is important to differentiate 
clearly between this individual and the moneylender. 
The former may be a Marwari, a Chetty or any other 
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class of shroff which has made a business of banking for 
generations past. The latter may be anyone from the 
itinerant Pathan to a widow utilizing her small inheri- 
tance, or a retired Government servant who is in receipt 
of a small, but regular pension. The former may or 
may not take deposits, but he is without doubt an 
important link in the existing chain of credit institutions 
which help to bring produce from the villages to the 
internal or foreign markets. The question to be con- 
sidered is whether he should be given official recognition 
in some form or other in order to help him to maintain 
and improve his position, or whether his must be looked 
upon as a dying profession, to be replaced ultimately 
by co-operative and joint-stock banks. 

Apart from dealing with the problems of the ryot, 
the Provincial Committees have also reviewed the 
question of industrial development within their pro- 
vinces. State Aid to Industries Acts have been passed 
in several provinces, and the working of those Acts has 
been examined. The result is not altogether encouraging. 
Application for loans by industries is said to involve 
publicity, which is in itself detrimental to the credit of 
the industry, and in many cases where loans have been 
granted, they have proved to be irrecoverable. The 
responsibility devolving on the directors of industries is 
irksome, and it would appear that if such Government 
help could be given through an Industrial Bank, the relief 
to the Department would be welcomed. The creation 
of an Industrial Bank has been recommended by many 
witnesses, who consider that the interest on the capital 
of such a bank should be guaranteed by Government. 
The European Chambers of Commerce, on the other 
hand, consider that in view of the disastrous attempts 
to float industrial banks in the past, it would be inadvis- 
able for Government to encourage any such institution 
by subsidies or guarantees. At the same time, the 
examples of Germany and Japan make it difficult to 
resist the natural demand for industrial banks. What 
the Central Committee will have to decide is the extent 
to which the creation of such banks should precede or 
follow the development of industries. 

In addition to their task of co-ordinating the reports 
and recommendations of the Provincial Committees, the 
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Central Committee have also to deal with the vexed 
question of the financing of foreign trade. The fact that 
this business is largely handled by foreign banks has 
evoked considerable criticism from several Indian 
witnesses, who desire that Indian banks should take their 
share. With this end in view, they have suggested 
various restrictions on the activities of the existing 
exchange banks, such as the granting of trading licences 
and the limitation of borrowing powers in the shape of 
Indian deposits. The logical consequences of any such 
restrictions do not seem to have been fully considered ; 
but here again the example of other Dominions, such 
as Canada and Australia, is freely quoted, not to mention 
foreign countries where non-national banks are only 
allowed to start business under strict control. In this 
connection it may be mentioned that the representatives 
of the British exchange banks were recently examined, 
and created a very favourable impression by the frank- 
ness with which they met criticism, and by the willingness 
they displayed to investigate any allegations of monopoly 
or preferential treatment to any class of merchant. It 
was also clearly shown that competition among them- 
selves had resulted in the finest terms possible being 
available to merchants engaged in foreign trade, and that 
there was no question of “monopoly” profits being 
obtained at the expense of the merchant. In fact, it is 
largely owing to the unremunerative margin of profit 
that Indian banks find it difficult to undertake exchange 
business. 

The next question which will call for most careful 
investigation by the Central Committee is the relation 
between the Imperial Bank of India and the other 
banking institutions of the country. It has been 
alleged that owing to its privileged position as the 
custodian of Government balances, the Imperial Bank 
has operated prejudicially to the extension and develop- 
ment of the joint-stock banks and indigenous bankers. 
Some witnesses consider that its branch activities should 
be curtailed, and that it should devote its attention to 
industrial and exchange banking, simultaneously being 
deprived of its central banking functions and its privi- 
leges as the Government bankers. While it is uncertain 
if the scope of the Central Committee includes the con- 
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sideration of the proposed Reserve Bank, there is no 
doubt that a serious responsibility rests upon the Com- 
mittee regarding the future of the Imperial Bank. Upon 
their recommendations largely depends the extension or 
modification of the Imperial Bank Act, which expires 
next year. 

It is a pity that the deliberations of the Central 
Committee should be taking place at a time of political 
and industrial uncertainty. Evidence of witnesses is 
frequently coloured by political considerations, and it 
has sometimes seemed as if nationalism at any cost was 
the sole idea. It is fortunate that in the chairman, Sir 
Bhupendra Nath Mitra, the Committee have one of the 
ablest and fairest-minded men in the country. He 
commands the universal respect of all parties, and will 
undoubtedly maintain a high standard of impartial 
discussion on any subject under consideration. His tact 
and understanding, coupled with his wide experience, 
should lead them through the maze of conflicting 
interests which are bound to arise. Even with that task 
accomplished, he is faced with the problem of trade 
depression and general lack of confidence. It is too 
early at the moment to be optimistic about the results 
of the inquiry, but it is to be hoped that the report will 
at least indicate lines on which existing credit agencies 
will be co-ordinated and encouraged to develop. It 
should, in any case, clear away many misunderstandings 
which have recently been hampering the friendly rela- 
tions of foreign and Indian banks. 
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The Government as Banker 
in South Africa 


I. 


OUTH AFRICA’S first banking facilities were 
S afforded by the Government of the Cape when it 
established the Lombard or Loan Bank in 1793, 
which existed until 1843. Next, the Government of the 
Orange Free State held until rgro the largest portion of 
the capital of its National Bank, while the Transvaal 
Government also held until a few years ago a substantial 
interest in the National Bank of the South African 
Republic. To-day the Union Government offers banking 
facilities of various kinds to the public through the Post 
Office, the Irrigation Department, the Lands Department, 
the Land Bank and the intermediate credit machinery. 
Notwithstanding all this, however, there is still the cry 
for a State bank, for an industrial bank and, more 
recently, for “a credit system such as the farmers have 
in the Land Bank ” for the diamond industry. 

The Post Office.—In addition to the postal order and 
money order business,.the South African Post Office 
provides savings bank’ facilities of various kinds. It 
accepts deposits and issues post office savings bank certi- 
ficates and Union loan certificates. It also runs a Penny 
or School Bank system, and finally the Savings Clubs. 

Upon the consolidation of the four provincial postal 
systems in IQII, provision was made for Savings Bank 
deposits of one shilling and multiples thereof, provided 
that no customer shall deposit more than £100 per annum 
or £500, inclusive of accrued interest, in all. In addition, 
however, depositors were entitled to hold not more than 
five Savings Bank certificates of £100 each. In 1920 
these figures were respectively increased to £200 net per 
annum, a total of £1,000, and ten certificates. 

In recent years it has been felt that the Savings Bank 
was not holding its own. Accordingly a committee was 
appointed to report on ways and means of popularizing 
the Bank, and from time to time various concessions have 
been introduced. Thus, for example, amounts of at first 
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up to £2 and now up to £5 may be withdrawn without 
the necessity of a formal application and consent, though 
at least four days must elapse between any two with- 
drawals. Further, since 1925 all interest earned on savings 
deposits and certificates is exempt from income tax. 
Finally, Parliament during its last session made a further 
amendment. Henceforth deposits of any amount may 
be accepted, excepting the very first, which must not be 
less than one shilling. The maximum deposit per Savings 
Bank year has been increased to £1,000,* while the 
restrictions as to the maximum allowed to the credit of 
any depositor have been abolished. The section dealing 
with savings certificates, however, remains unaltered, 
i.e. not more than ten of £100 each may be held. 

The following figures for the year 1928-29 give an 
idea of these activities of the Post Office: — 


Savings Bank Offices .. ¥ +s ae 883 
Accounts opened during the year .. a 60,269 
Accounts closed during the year .. we 37,728 
Accounts remaining open .. ‘a os 391,527 
Total balance due in ordinary accounts .. {5,951,801 
Total balance due in S.B. certificates oe £797,200 
Average per depositor in current account .. £15 4s. 


What the outcome of these various recent concessions will 
be, time alone will tell. No doubt one of the biggest 
factors counting against the postal savings systern is the 
relatively low rate of interest allowed, as is brought out 
by the following figures : — 





From Deposits. Certificates. 

IQII ~« 3 per cent. 3 per cent. 
Jan. I, 1918 - - 3 ” 
Oct. I, 1920 .. 3% per cent. 4 2 
Oct. I, 1921 os % 5 o 
Feb. I, 1923 “s os 4 ” 


These rates compare fairly favourably with those offered 
by the commercial banks for fixed deposits, which range 
from 2? per cent. to a maximum of 5 per cent., but not 
with those of the building societies, some of which are 


* It is worthy of note, that whereas the law originally spoke of net 
annual deposits and of totals standing to the credit of a depositor in the 
books of the bank, i.e. also net, the above amendment merely states 
“the aggregate of all deposits made by any one depositor in any one 
Savings bank year shall not exceed one thousand pounds.” 


N 
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offering 5 per cent. on current accounts, interest being in 
some instances even payable on daily balances. 

In addition to the ordinary savings facilities, pro- 
vision is further made for the establishment of Penny 
or School Banks, which are intended primarily for the 
aid of schools and religious, charitable and other 
institutions.* 

Since rgi9 provision has also been made for the issue 
of Union Loan Certificates through the Post Office, 
interest on which is also tax-exempt. No individual may 
hold more than £1,000 (face value) in such certificates. 
While ordinary companies and partnerships are excluded 
from the scheme, approved friendly societies, clubs, etc., 
may invest up to any amount. The single (i.e. £1) certi- 
ficates were issued originally at 15s. 6d., and subsequently 
at 16s., and are worth 20s. after five years and 26s. after 
ten. The use made of these facilities is brought out by 
the following figures for the year 1928-29: — 


Investments .. ia ii £659,273 
Repayments (exclusive of interest) ws on £545,175 
Balance outstanding . ‘ ; se .. £4,586,926 


In addition to affording a suitable investment for 
small savings, these certificates were also issued to 
encourage thrift among the public. Accordingly, special 
facilities for the accumulation of small sums for invest- 
ment in these certificates are provided by means of 
Savings Clubs. These clubs can be formed by groups 
of people in the same office, business, factory, school or 
society, provided that not less than five members join. 
The necessary books are supplied free of charge. 

Irngation Department.—With the exception of the 
above, all the facilities provided by the Government are 
intended for the benefit of the agricultural industry. 
Since a sine qua non of agriculture is the availability of 
adequate water supplies, and especially in view of South 
Africa’s big problem in this connection, special facilities 
have been provided through the Irrigation Department. 
For small irrigation projects the farmers of South Africa 
have the Land Bank at their disposal, but for amounts 

* The figures for these for 1928-29 are: 
Number of children depositors .. ia o- 36,264 


accounts 365 
Total deposits £7,128 
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in excess of £150 they must turn to the Union Depart- 
ment of Irrigation. According to the Irrigation and 
Conservation of Waters Act, provision is made for the 
granting of loans to individuals and to irrigation boards. 
The position at the end of the year and the activities 
during the year 1928-29 are shown below :— 


Amount 
Principal advanced, 
outstanding. 1928-29. 
Minor loans to Private Individuals £131,364 £2,369 
Major loans to Irrigation Boards £4,024,948 £27,134 
Minor loans to Irrigation Boards £264,700 £3,495 
Loans to Municipalities .. - £72,333 — 
Loans to Labour Colonies “ £25,130 — 
Total Loan Funds .. {4,518,475 £32,998 


The total loan advances up to the end of 1928-29 
amounted to £5,242,087. 

No maximum is laid down by the law for loans to 
individuals, but in practice very few exceed £5,000. 
Loans up to £250 are granted for not more than five 
years at 5 per cent. against the security of two sureties. 
Amounts not exceeding £2,500 are granted for such 
periods as the Minister may decide, ranging from ten to 
twenty-five years at 5 per cent., the security being either 
a first or second mortgage, provided that the total bonded 
debt does not exceed two-thirds of the appraised value 
of the property. Sums in excess of £2,500 are similarly 
granted for periods ranging from twenty to thirty years 
at 5 per cent., but only against the security of a first 
mortgage. 

When three or more riparian landowners combine, 
they may have their area proclaimed an irrigation 
district. Thereupon an irrigation board is elected, which 
is responsible for the carrying out of the irrigation 
project. These boards are empowered to levy irrigation 
rates upon land within their district, and against the 
security of these rates they are granted loans to cover 
the cost of the proposed works. In these cases, too, the 
period of the loan is determined by the Minister, but 
usually ranges from 15 to 30 years. With the consent 
of Parliament, it may be extended up to 40 years. With 
N2 
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these loans also no maximum is fixed. In practice they 
have ranged from £2,000 ta £750,000. For amounts in 
excess of £30,000 parliamentary sanction is also required. 
In all instances the rate is 5 per cent.* 


Lands Department.—This Department does not only 
concern itself with the control and disposal of Crown 
lands, but affords most vital facilities to the public under 
what are generally known as Sections 10 and 11 of the 
Union Land Settlement Act. 


Under Section Io provision is made for the purchase 
of private land, out of public funds, for purposes of land 
settlement. Holdings, under such schemes, are granted 
to approved applicants on lease for five years, which may 
be extended for a further period not exceeding five years, 
with an option to purchase extended over forty years. 
No rent is payable in respect of the first year; for the 
second and third years the rent is equivalent to 2 per 
cent. per annum, and for the remaining two years to 
34 per cent. per annum. In the case of the extension of 
the period of the lease, 4 per cent. per annum on the 
purchase price of the holding is payable. At any time 
during the period of the lease or at the expiry of the lease, 
the lessee has the right to exercise his option of purchase. 
In such a case, the purchase price, together with interest 
at 4 per cent. per annum, is payable to the Government 
in eighty equal half-yearly instalments. 

Of even greater significance are the facilities offered 
under Section 11. In this instance individuals may apply 
to have specific lands, designated by them, purchased 
for them by the Government. The applicant is required 
to contribute not less than Io per cent.f of the purchase 
price, while the Government is prepared to contribute 
up to a maximum of £1,500 per holding. Upon the 
acquisition of the land, it is allotted to the applicant at a 
price which includes the purchase price, cost of transfer 
and survey fees, any other expenditure incurred by the 
Government. and interest for two years at 4 per cent. 
per annum. The total, less the applicant’s contribution, 


* On several occasions parliament, upon the recommendation of Select 
Committee, has agreed to writing down the debts of certain boards, 
mostly in the area affected by the ostrich feather slump. 
¢ Until 1925 the amount was one-fifth. 
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is then payable in seventy-six equal half-yearly instal- 
ments, the first of which is payable after two years.* 

In both instances, the purchase price may be paid off 
sooner, and provision is also made for advances not 
exceeding £500 for the purchase of stock, implements 
and seeds and other things necessary to develop and 
work the holdings beneficially. Such advances are 
repayable in five years at 44 per cent. per annum. 

The significance of the facilities afforded by this 
Department is obvious from the following figures : — 


Holdings Purchased under Section 10 from 1912-29. 


Land Purchased - = és i .. £1,295,680 
Survey and Development .. as ‘ a 87,194 
Advances : 
For Permanent Improvement .. is = 209,667 
For Stock and Equipment re “ ‘i 165,452 
Total Capital Expenditure wi - .. £1,757,993 
Arrears Capitalized .. - - ba i 55,300 
Total Capital to be Recovered i és .. £1,813,353 


Holdings Purchased under Section 11 from 1912-29. 







Cost Price of Holdings ” ee i .. £4,129,871 
Less Contributions of Allottees ‘i ad on 825,781 
Net Expenditure by Government .. - -» 3,304,090 
Interest added to Purchase Price .. as us 250,571 
Allotment Price of Land Purchased a .. 3,560,661 
Additional Areas Added .. os - we 6,458 
Advances : 
For Permanent Improvement .. ia a. 41,812 
For Stock and Equipment - ea i 137,484 
Arrears Capitalized - ‘ ‘3 - 38,795 
£3,785,210 
Number of Existing Accounts Ae - - 2,550 






* Until 1925 the amount was payable within 20 years. 
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The Banker’s Review of Reviews 


English Reviews. 


HE subject matter of the current reviews of the 
English banks may be summed up in the one word: 
“Depression,” and, on the whole, their articles on 
the present outlook seem to be more pessimistic in tone 
than they have been hitherto. Under the heading 
“Output Restriction as a Policy,” the WESTMINSTER 
BANK review for September makes an exhaustive 
analysis of the past and present attempts by groups of 
producers of various commodities to combat depression 
by regulating the market for the benefit of existing pro- 
ducers, i.e. “ by restricting the amount of saleable 
commodities forming the ‘ visible supply’ at any given 
moment.” The article deals with nitrate, coffee, sugar, 
diamonds, wheat, tea, tin, copper and oil, and shows that 
in every case output restrictions have been more or less 
a failure, owing to the fact “ that those who may control 
supplies at a given moment do not necessarily control 
them for all time,” and that “ Restriction” adds appre- 
ciably to costs by increasing the burden of overhead 
charges per unit of output. The article proceeds to show 
the economic disadvantage of “ restriction” to the com- 
munity ; for diminished output means diminished con- 
sumption, and the writer points out that “in the majority 
of cases, what is described as ‘ over-production’ might 
more justly be termed ‘ under-consumption.’”’ In conclu- 
sion, the writer states that, though restriction cannot cure 
economic depression, the co-operation of producers, 
thereby brought about, may tend to benefit industry 
when the depression has passed. 

LLoypDs BANK review for October has an interesting 
article by Mr. W. C. D. Dampier-Whetham, F.R.S., on 
“ Agricultural Depression.” The writer points out the 
diversity of English agriculture: arable farming, 
dairying and grazing, and then shows that while the 
output of milk, fruit, poultry and eggs has increased, 
sales of live stock and farm crops have diminished. 
Without this change the present depression would have 
been far more intense, for it is most acute in the corn- 
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growing counties. The writer attributes this depression 
to:— 

(1) Low prices, due mainly to a rise in the value of 
money ; 

(2) Increased costs of production, due to increased 
cost of labour per hour and increased “ real” interest ; 

(3) The slow “ turn-over ” in agriculture, whereby in 
a time of falling prices, crops sown at a “ high cost of 
production” must be sold when prices are at a lower level. 
This economic “ lag” is, however, less for dairying and 
grazing than for arable farming. 

In his endeavour to find a remedy the writer 
examines the possible benefit of protection to agriculture, 
but he comes to the conclusion that the prosperity of 
agriculture and, indeed, of industry as a whole, is inti- 
mately connected with a stabilized standard of value, 
which, he suggests, can perhaps be achieved by an inter- 
national agreement to economize gold, or, possibly, by 
some other method yet to be discovered. 

MARTINS BANK review for September devotes its 
leading article to “The Advantages of the Corporate 
Trustee.” The article is most efficient propaganda in 
favour of employing a bank, rather than an individual, 
as trustee, and in answer to the question: “ What are 
the qualifications of the ideal trustee?” it gives an 
amusing quotation from an Australian Corporate 
Trustee pamphlet, as follows: “The trustee of my 
property, my executor, must be always well and at home ; 
must never run away and never steal; must have life 
everlasting; must be rich and stay rich, with all his 
property pledged to the proper performance of his trust; 
must have no partialities ; must be subject to no political 
or personal influences ; must make no mistakes; must 
never forget ; must do what he is told to do first, last and 
all the time; must keep a complete record of what he 
does; must make only reasonable charges, and must 
have the learning, the experience, the discretion, not only 
of one man, but of a number of the most successful 
business men of the community.” 

Certainly a difficult réle for an individual, but quite 
possible for a bank! 

BARCLAYS BANK review for October has an informa- 
tive article on “ Monetary Gold Supplies,” based on the 
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interim report of the special Delegation of the Financial 
Committee of the League of Nations. It is impossible in 
the space at our disposal to give even a short summary 
of this article, but, broadly speaking, the problem 
examined is to determine whether future gold production 
is likely to affect the general trend of prices over a series 
of years, and the delegation stress the fact that this will 
be so if the distribution of gold is abnormal. They con- 
clude that the production of gold is not likely to keep 
pace with the demand, and economy in its use will be 
absolutely necessary if a steady fall in the general level 
of prices is to be avoided. Suggestions for such economies 
are quoted. The article is very clear and should be 
studied by every banker and economist. 

Another article dealing with the precious metal will 
be found in the MIDLAND review for September- 
October, entitled “ Gold Purchases and Sales: The Need 
for Standardization.” This will prove to be somewhat 
heavy fare for the general reader, but will be of value 
to all who are interested in foreign exchange problems, 
for it explains the manner in which delivery by the Bank 
of England to gold purchasers of “standard” gold (i.e. 
gold 11/12 fine) instead of fine gold will affect the rates 
of exchange at which gold exports become profitable. 
The reason for this is that certain central banks, 
notably the Bank of France, will only accept gold that is 
not less than 995 thousandths fine, so that “standard ” 
gold must be refined before it is exported, which adds 
appreciably to the cost of shipment. 


Foreign Reviews. 


The foreign reviews received this month all have the 
same depressing characteristics: falling prices, falling 
trade returns and rising numbers of unemployed. The 
earlier optimism of reviews from the United States is 
giving way to a view that the trade revival will be 
deferred for some months. Only a month or so ago we 
commented in these pages on the views emanating from 
New York that this autumn would see an upward 
tendency in trade, but there is now less hope. 

The August number of THE GUARANTY SURVEY com- 
ments on the falling Treasury receipts, and states that 
some Treasury officials think that a deficit of some 
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$200,000,000 may have to be faced at the end of the 
current fiscal year. The reason for the drop in revenue 
is due to a smaller foreign trade and, consequently, 
smaller customs receipts, and to smaller receipts from 
income tax owing to the general business depression. 
Expenditure has been greater, owing to the large sums 
expended by the Federal Farm Board. It is thought 
probable that the cash payments from foreign govern- 
ments will be used this year to balance current income 
and expenditure, instead of being used for public debt 
redemption. 

During July the whole of the United States suffered 
from a prolonged drought, with disastrous effects on 
crops. “ There was a strange irony in the prospect that 
the persistent surplus of agricultural production appeared 
likely to be swept away, for the time being, by a remedy 
that would have been far worse than the disease itself.” 
The Federal and State Governments have had to launch 
relief measures, as many farmers are absolutely destitute, 
having lost everything. In other parts the damage was 
slight, and farmers will benefit from the rise in prices 
of their products. 

The principal article in the August-September review 
of the HUNGARIAN GENERAL CREDITBANK is occupied with 
agricultural questions in Hungary. After commenting 
on the poor harvest and the low prices obtaining for 
agricultural produce, the writer goes on to refer “ to the 
negotiations being carried on for some time past for the 
purpose of establishing an economic rapprochement 
between Austria and Hungary.” Whatever form this 
rapprochement may take, it will be of undoubted value 
alike to Hungary and Austria. Industrial Austria is a 
ready market for Hungary’s agricultural produce, and 
the latter country is ready to take Austria’s manufac- 
tured products. Before the war the union of these two 
countries was economically of great value to both, and 
the negotiations for an economic rapprochement show 
that the two countries can only develop satisfactorily 
when working together. 

A great deal of space in the Press has been devoted 
recently to the grain shipments from Russian Black Sea 
ports. It would appear that the public has forgotten that 
this was a general practice every year before the war. 














166 THE BANKER 


It is therefore interesting to note the remarks in the 
Economic SuRVEY of the State Bank of the U.S.S.R. on 
the export of grain and other raw products from Russia. 
The writer points out that, owing to the difficulty of 
arranging foreign long-term credits, the Soviet Union can 
only cover its import requirements by the proceeds of 
exports ; and for the past few years the volume of exports 
has been inadequate for this purpose. Before the war 
agricultural exports formed 80 per cent. of the average 
annual total of exports (1,307 million roubles), but for 
1928-29 they amounted to only 42 per cent. of the total 
of 877 million roubles. Yet the “area under cereals is 
now 51 per cent. larger than before the war, and this 
year's gross output of cereals will surpass the pre-war 
total by 10 per cent.” For the time being the imports of 
manufactured goods will consist of machinery for the 
equipment of factories, and, in due course, exports of 
manufactured goods will be made and will be directed 
towards Eastern countries. 


Books 


AN INTRODUCTION TO THE MONEY AND BANKING SYSTEM 
OF THE UNITED STATES. By J. P. Day. (Macmillan 
and Co., 4s. 6d.) 


THE Federal Reserve system has already a substantial 
literature, and this includes not a few books which have 
been written to describe its origin, its early history, and 
the principles by which it is governed. Professor Day 
has realized this, and has been at pains to avoid repeating 
what they have already said. His aim has rather been 
to fill a gap which yet exists—to give an outline of the 
general money and banking system, and to show how this 
was controlled during recent years. The strict pursuance 
of this aim has enabled him to compress into 120 short 
pages a body of material which hitherto has not been 
accessible under one cover. His account is workmanlike, 





























BOOKS 


and, if not detailed, is vivid. It will be found to be useful 
to students of the U.S. monetary system, and not less so 
because he writes as an outside observer. 

Professor Day has not withheld what he deems to be 
necessary comment and criticism; and he has put his 
finger on some obvious anomalies. Thus, on page 43, 
he shows that the U.S. tariff policy—and his criticism is 
fortified by the recent Hawley-Smoot amendments—is 
almost entirely opposed to the credit policy. For whereas 
the Federal Reserve authorities have consistently 
emphasized their willingness to encourage an outward 
movement of gold, the high tariff ‘ undoubtedly restricts 
the import of goods and tends to force other countries 
to pay in gold or go into debt in so far as other methods 
of settlement prove, as they are proving, inadequate.” 
English readers will agree that this is a significant point. 
In subsequent pages he does not hesitate to impugn the 
efficacy of the technique of discount rate control, con- 
cerning which he tosses aside the official lament and 
excuse that the power of the Federal Reserve System is 
frequently inadequate. Instead he suggests that the real 
explanation is want of experience and capacity on the 
part of the administrators of the system. 

Apart from certain minor points about which criticism 
may be made, if the official explanation given to the 
Senate Committee in H.R. 11,806 is to be accepted, the 
reason for beginning extensive open-market operations 
in 1923 was not solely, as he avers, the need for earning 
profits. Instead, it had become patent that discount 
control needed to be reinforced by the important weapon 
of open-market policy—a weapon which has since been 
used with no small degree of success. The validity of this 
is further suggested by the facts that 1924 was a year of 
very low earnings, and that it was necessary to check an 
incipient secondary boom which had manifested itself 
early in 1923. 
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THE PRACTICE AND LAW OF BANKING. By H. P. 
SHELDON. (Macdonald and Evans, 12s. 6d.) 


MR. SHELDON first issued this work in 1920, and the 
present one is the fourth edition. This has been rendered 
necessary by the passing of the Currency and Bank Notes 
Act of 1928, the Agricultural Credits Act of 1928 and the 
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Companies Act of 1929. The outstanding feature of this 
work is the satisfactory amalgam which the author has 
made of practice and procedure. It can further be 
recommended because of the great care which has been 
given to legal detail. 


INTEREST RATES AND STOCK SPECULATION. By R. N. 
a and C.O. Harpy. (Geo. Allen and Unwin, 
IOs. 

PRECISE knowledge of the relations between short- 
period interest rates and Stock Exchange security prices 
was not available before Messrs. Owens and Hardy first 
made their detailed statistical study in 1925. Until then 
economists had believed that Stock Exchange specula- 
tion was primarily governed by variations of interest 
rates. Thus it was thought that if interest rates were low, 
this caused increased borrowings, which in turn led to 
greater buying of stocks and their consequent rise of 
prices, and vice versa. 

The authors attempted to test this belief by referring 
to the facts of money-market history in U.S.A. during a 
period of some fifty years. They made a survey of day- 
to-day call loan rates, low call loan rates, high call loan 
rates aad short-time loan rates, and related these to the 
concurrent volume of speculation and prices. The result 
of this, they claimed, was to disprove the previously 
accepted theory. Instead, they suggested that interest 
rates were negligible factors so far as the calculations of 
speculators were concerned. In the present new edition 
the work of statistical survey has been brought up to date, 
certain new evidence added, and some criticisms of 
the former book dealt with. The work constitutes a 
formidable argument against accepting the old dictum, 
while the treatment of the statistical matter is both 
exhaustive and competent. 


HIGHER BOOKKEEPING AND AccouNTs. By L. C. 
CROPPER. (Macdonald and Evans, 7s. 6d.) 
DESIGNED for examination students preparing for 
advanced accountancy, this is the fourth edition of an 
earlier work. It is an excellent text, well printed and 
very moderate in price. 
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THE “ Rex.” A NEw Money To UNIFY THE EMPIRE. By 
J. F. Darwinc. (P.S. King, 2s.) 

Mr. DARLING expresses the belief that one funda- 
mental, though not by any means the only reason for the 
period of adversity through which we are passing, lies in 
the absence of “ rationalization” of the Empire’s gold. 
It is not so much in connection with its production that 
rationalization is called for as with its distribution. This 
can only be achieved by establishing an Empire 
currency. The new unit would not displace existing 
currencies as used in the separate countries, but would 
be used to link them together. The gold reserves held by 
each country would be replaced by a balance with a new 
Bank of the Empire, and the “ Rex” would be the new 
money of account as between the separate countries. 
This bank would be prepared to buy gold at a fixed 
minimum price, paying for it in “ Rex ”—one “ Rex” for 
113 grains of fine gold. In this way the large gold pro- 
duction of the Empire would be turned to its own uses 
instead of finding its way predominantly into the 
Treasuries of non-Empire units—there to be effectively 
sterilized. But, additionally, silver would be brought into 
use—in order to stop the present “ deflation to death ”»— 
and would be bought by the Bank of the Empire at a 
fixed minimum price and maintained at a predetermined 
ratio to gold. 

Mr. Darling’s scheme is idealistic. In essence, it means 
that the Empire would appropriate for itself both its 
present stock and future accretions of gold, and thereby 
entirely neglect the demands of countries outside the 
Empire. Mr. Darling does not discuss whether or not, 
once impounded, the Empire would be able to retain this 
gold, or what would happen if the Empire trade balance 
(if such a phenomenon could be conceived) proved 
unfavourable. Nor does he attempt to trace a possible 
relationship between this bank and the Bank for Inter- 
national Settlements. Something at least needs to be said 
on both these important matters. 


BANKERS AND THE PROPERTY STATUTES OF 1925 AND 1926. 
By R. W. Jones. (Pitman and Sons, 6s.) 

THE usefulness of this book is attested by the prepara- 

tion of a third edition within twelve months. The opera- 
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tion of these statutes has given rise to many problems, and 
Mr. Jones’s book goes a long way towards meeting some 
of the more obvious of them. There are several useful 
appendices dealing with the forms and procedure 
required by the new laws. 

































THE MARINE INSURANCE OF Goops. By F. W. S. PooLe. 
(Pitman and Sons, 15s.) 


IN this book the law and practice of marine insurance 
are very comprehensively dealt with. This second 
edition has been used to take account of recent develop- 
ments and changes in practice, and both text and 
specimen forms have been overhauled with this end 
in view. The author writes with competence and 
authority. 


A MIRROR OF ENGLISH. By B. L. K. HENDERSON. 
(Macdonald and Evans, 2s. 6d.) 


Dr. HENDERSON has long been closely identified with 
the work of raising the standard of attainment in the 
English language on the part of candidates preparing for 
the examinations of the Institute of Bankers. He has 
previously published a series of entertaining lectures 
delivered to the Institute under the title of “ Chats about 
our Mother Tongue.” He now issues a small but lively 
volume to help people to express themselves clearly, 
without ambiguity and correctly. Many years’ experi- 
ence in teaching and examining have enabled him to seize 
upon the more evident and persistent errors apparent in 
the everyday use of our language. 





JOURNAL OF THE INSTITUTE OF BANKERS IN SOUTH 
AFRICA. July 1930. (Published by the Council of 
the Institute, Is.) 


CONSIDERABLE space is this month allocated to the 
speech of the Governor of the South African Reserve 
Bank at the annual meeting. There is also a short article 
by Mr. Hartley Withers, in which heexpresses doubtabout 
the feasibility of international banking co-operation. 
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Bank Meeting 
ANGLO-SOUTH AMERICAN BANK, LIMITED 
FALL IN COMMODITY PRICES 
GOLD AND THE MONETARY PROBLEM 
BENEFICIAL FUNCTIONS OF CENTRAL BANKS 


HE forty-second annual general meeting 

of the Anglo-South American Bank, 

Limited, was held on October 21 

in the Great Hall, Winchester House, Old 
Broad Street, London, E.C. 

Mr. Robert John Hose (chairman) presided. 

Mr. Charles J. Shea (the secretary) read 
the notice convening the meeting and the 
auditors’ report. 

The Chairman said :—The whole world is 
at present experiencing a period of very acute 
business depressicn. Prices for commodities 
in international demand have suffered almost 
cataclysmic declines, resulting in a general 
lack of confidence and restriction in enter- 
prise, with a corresponding paralysation of 
trade. The countries of Latin-America are, 
as you know, almost wholly producers of 
primary articles, and, therefore, they have 
inevitably felt the full force of present cir- 
cumstances, the value of their exports having 
fallen considerably and their purchasing 
power having been correspondingly gravely 
diminished. 


POLITICAL EVENTS IN 
AMEEICA. 

I may perhaps be permitted to dwell for 
oae moment upon the coincidence of economic 
depression in Latin-America with the recent 
political events there, for, other factors apart, 
there is a basic connection between the two 
phenomena. While it is obvious that no 
Government can control fundamental econo- 
mic conditions, yet, when these are un- 
favourable, public attention is inevitably 
focused upon the increasing necessity for 
economy and efficiency in the national 
administration. I am pleased to say that 
telegrams received to-day from our branches 
in Argentina, Chile, and Peru indicate that 
the political situation in those countries is 
quiet. 


NEED FOR EQUILIBRIUM IN PRICES 

Before there can be a return to world 
prosperity, it is urgently necessary that 
equilibrium in prices be restored. The 
factors which have contributed to the fall in 
prices have been many. Undoubtedly over- 
production combined with unsatisfactory 
conditions in consuming markets, notably in 
the East, has played a leading part, while 
much is attributed to the dislocation of the 
bases of credit. The world distribution of 
gold has become abnormal and its uses in 
some directions diverted from the purpose of 
legitimate credit, while in certain quarters 
there has been a tendency for a large gold 
reserve to be regarded as an end in itself 


LATIN- 





instead of a means to an end, although 
experience shows that even the largest holding 
of the metal is not necessarily a guarantee of 
stability for a currency lacking the supportof 
modern credit machinery. The sterilization 
for international credit purposes of large 
stocks of gold in certain centres, and the 
unequal world distribution of the precious 
metal—especially the accumulation of large 
stocks in the United States and France—have 
undoubtedly had the effect on occasion of 
forcing other countries operating freely upon 
slender gold reserves to protect the exchange 
value of their currency by raising their 
discount rates to a level above that warranted 
by internal monetary conditions, with a 
consequent restriction of internal credit and 
depression in price levels. 


INTERNATIONAL MONETARY 
PROBLEM 


The international monetary problem is 
becoming increasingly prominent—especially 
in view of suggestions of a possible world 
shortage of gold—and undoubtedly much 
could be done towards economising the use 
of gold reserves. This would normally be 


















achieved by co-operation between the various | 


central banks, and, in this connection, the 


recent establishment of the Bank for Inter- | 
national Settlements may be of great signifi- | 


cance. The Statutes of that Bank, in 
addition to providing for the immediate 
functions in connection with reparations 


payments, also hold out distinct possibilities | 


for international monetary co-operation 
through the medium of the central banks, 
always provided that the capacity of the 
Basle institution for manufacturing credit be 
strictly supervised, and that, like its com- 
ponent central banks, it remains free from 
political influence. 


Special interest attaches to the remarks in 
the report of the Financial Committee of the 
League of Nations upon the traditional nature 
of minimum legal gold reserves, which, it is 
claimed, could be reduced, provided there 
were international understanding. On such 
a basis, there would appear to be no fear of an 
inadequate supply of gold for the world’s 
legitimate business purposes, leaving aside 
the unsound use of credit as a substitute for 
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savings, especially in stock market specu- | 
lation. Particularly applicable to Latin- | 


America—of course, under appropriate legal 


safeguards—is the Committee’s suggestion | 


that economy in the use of gold would be 
assisted by means of the extended use of the 
cheque system. 
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NATIONAL CURRENCIES AND GOLD 


By the preservation of the fixed link 
between national currencies and gold, stability 
of exchange between such currencies is 
ensured, and there is created a widespread 
mutual interest in maintaining the purchasing 
power of gold itself stable and free from 
excessive fluctuations. The machinery where- 
by such stability is maintained is a central 
bank operating on a free gold or gold exchange 
standard, the chief defensive weapon being an 
effective discount rate, and therefore the 
marked increase in the number of countries 
which have adopted or reverted to this 
system is one of the most encouraging post- 
War developments. 


If any proof were needed of the benefit 
conferred by the system just described, it is 
amply to be found in recent events in those 
Latin-American countries where we operate. 
Emphatically, it can be said at once that, 
without the protection afforded by central 
banks operating freely on a gold basis, the 
position to-day would have been immeasur- 
ably worse, for we should have undoubtedly 
been faced with depreciated and violently 
fluctuating currency values in countries 
where, instead, the exchange has been main- 
tained stable at around par value. On the 
other hand, during the 12 months covered by 
our accounts, the sterling value of the 
currency of Argentina declined by 154 per 
cent., that of Uruguay by 124 per cent. and 
that of Spain by 23 per cent., and it is 
certainly more than a coincidence that these 
countries are not working on a free gold 
standard. To counterbalance the lessened 
exports of goods, the various official monetary 
institutions in South America parted with 
gold abroad during the period January, 
1929, to August, 1930, to the total value of 
about {63,000,000 sterling. Of this amount, 
£36,000,000 went from Argentina and 
£15,000,000 from Brazil, while, on the other 
hand, those countries having a gold exchange 
standard, such as Chile and Colombia, lost 
only {11,000,000 between them—mainly from 
their existing gold deposits abroad—notwith- 
standing that their export trade was just as 
badly hit. Moreover, their respective circu- 
lating media have been adjusted accordingly, 
and the gold reserves of their central banks 
still remain at a very high proportionate level 
to liabilities. In the case of Ecuador, the 
gold reserve of the Central Bank showed an 
actual increase in the period mentioned. 

ARGENTINA’S MONETARY SYSTEM 

While any departure from the free gold 
standard is much to be regretted, it must be 
remembered in the case of Argentina that, 
with the lack of supporting machinery on 
modern lines, the closure of the Caja de Con- 
version since December last was perhaps the 
only medium wherewith to stem the heavy 
drain of gold abroad. The fact that, in 
order to do this, it was necessary to suspend 
certain provisions of the existing law proves 
that the latter is no longer sufficiently com- 
patible with modern developments, and I am 
sure it is the supreme desire of all friends of 
Argentina that its Government should apply 


itself urgently to the question of the complete 
modernisation of the monetary system of the 
country. Thereby Argentina could be asso- 
ciated with the international movement 
towards the adoption of a free gold standard, 
the benefits of which have been so amply 
demonstrated in neighbouring Republics in 
times of crisis. Further, in view of the 
enormous amount of British capital invested 
in Argentina, the manner in which this is 
affected by the low value of the peso, and 
the interest and earnings thereon prejudiced 
by loss on remittances, is a matter for serious 
preoccupation, as is also the fact that 
instability of currency naturally tends to 
militate against the inflow of foreign capital 
for development purposes. 


ARGENTINA 


Present conditions in Argentina are sum- 
marised in the following cable received from 


our Buenos Aires Branch, under date 
17th inst. :— 
“Government retrenchment proposals 


favourably regarded. Money very plentiful 
causing firmness in gilt-edged securities, but 
Stock Exchange quiet and trading in shares 
inactive. Crop conditions generally favour- 
able, area under cultivation being estimated 
larger than last year. Maize sowing almost 
completed. Improved pastoral conditions 
should bring about restricted offerings of 
cattle, but maintenance livestock values 
depends upon the course of exchange. As 
result of the severe winter in Patagonia, 
losses of sheep on the coastal farms are 
slightly above normal, while reports from the 
interior are still awaited. Buenos Aires wool 
market stagnant. Hides steady.” 
CHILE 

The following cable from Santiago Branch, 
dated 17th inst., summarizes present con- 
ditions in Chile :—‘“ Political situation quiet. 
Banco Central de Chile gold holdings as high 
as 107 per cent. of note issue. Ordinary 
fiscal year will probably balance and Ordinary 
Budget estimates for next year balanced at 
I,040,000,000 pesos. Extraordinary Budget 
under close consideration in order to restrict 
expenditure as much as possible, but so as 
to continue those public works that would 
deteriorate by suspension. Bond and share 
markets show downward tendency and con- 
traction of trade and industry more pro- 
nounced. Irregular weather and low prices 
affecting agricultural outlook, and decline in 
Argentine exchange will probably influence 
local cattle business.” 


PERU 


While the Banco de Reserva has a gold hold- 
ing representing 88-5 per cent. of thenoteissue 
there is not a free gold market. However, we 
heard to-day by cable from our Lima branch 
that, in view of the violent fluctuations in 
exchange, the Peruvian Government has 
issued a decree appointing a special Monetary 
Reform Commission to report on the situation 
and submit plans for definite stabilization. 

After tributes to the staff and a vote of 
thanks to the chairman and directors, the 
proceedings terminated. 
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Table I GOLD HOLDINGS 


(IN_ MILLIONS oF £) 


3 iw 
ENGLAND| U.S.A. | FRANCE | BeLGium | NETHER- IpenMARK| NORWAY | SWEDEN ? 


j 





1927 
JANUARY .. 
APRIL ee 
JULY oe 
OCTOBER .. 


1928 
JANUARY .. 
APRIL ee 
JULY ee 
OCTOBER .. 


1929 
JANUARY .. 


ooor 
osar 
@2 0 00 G0 
ee 


eIadsS 
vooo 
@eamen 
aoe 





NOVEMBER 
DECEMBER 


1930 | 
JANUARY .. 
FEBRUARY 


cooucoo 
ONE 
(© © o0 G0 00 00 
eee 


eoOow 
mm rorocer 


AAAAAH HAT 


























Cocooooooe 
be ode =Be ke «Be “Be Te De oho 2} 
ae te pel pet ek at et pt 





SOMHOmSAWS 
SrHrnooomao 
C9 Co He Co CO ae ee OH 


395° 


1 The figures are taken from the first returns of the month, except those 
2 Excluding a small amount held in the Banking Department. 
3 Gold and silver holdings. 


Table II CREDIT AND CURRENCY (millions of £) 
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SEPTEMBER | 1,763-9 | 186-4 | 926-8 | 100-2. 


1 Average ¥ weekly balances, nine banks. 2 Average of four or five weekly returns. 3 The figures prior to 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “‘A Banker's 








ba OM Dec. 1928 issue.) * Prior to November 1928, ‘ adjusted” total of bank-note and currency note 
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DINGS AL BANKS Table I—cont. 
iS OF £) 
GERMA M 
RUSSIA | POLAND | gf ZUCK0, | AUSTRIA|HUNGARY| ITALY |SYIUZER) spain | ARGEN- | JaPaN 
Total 4‘ 
89°6 17-4 5°7 6-3 1-5 6-1 45-3 : 101-4 89-9 108-8 
90°6 | 17-5 6-2 6-4 1-7 6-1 45:7 18 102-9 89-9 103-8 
gg-1 | | 18°83 6-5 6-4 1:7 6-9 46-4 18-0 103-0 90-2 109-0 
90-6 | | 19-4 7-6 6-4 2-4 71 46: 18: 108-1 92-9 108-9 
91-3 | | 20-0 12°1 6-7 2-4 7-1 49-2 19°5 103-2 96-8 108-8 
95-9 | 19-2 13-0 6°8 3-4 7-1 61: 17°1 103-4 99-0 103-9 
031 | 175 13-9 6-9 3-4 7-1 53-3 17-7 103-4 | 107-2 108-9 
21-2 | | 15*7 14-0 iat 4°9 roe | 54°6 18-6 103-4 97°9 108-9 
| | 
| 
83-6 | 18°9 14-3 7°3 4-9 7°2 54:6 20°5 101-5 | 105-2 108-8 
26+3 | 19-0 14°4 7°3 4°9 7-3 55-4 19-1 101-5 96°1 109-0 
07°6 } 20-1 14-5 7°3 4°9 6-3 55°8 19°7 101-6 92-1 108-8 
3 | me | 22 | 15-7 7°5 4-9 5-8 56-0 21:1 | 101-7 | 90-0 | 108-8 
9-1 | 29°2 15-7 : ag 4-9 5-8 56:1 21-2 101-7 87-1 108-9 
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Dt those enmark, Argentina and Japan, which represent the gold holdings at the end of the month. 
Table II GOLD MOVEMENTS 
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"8 Avaust ..| + 2:3 5-0 4-4 | + 0-6 3°9 
25 SepreMEeR | — ee: ms 2 ae ; : 3-8 
ior to 


° 
N 


Week ending 


” 
AUGUST 
” 
” 
” 


SEPTEMBER 6 
13 


a 
OCTOBER % 


. li 
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Table IV 


LONDON 





Bank Rate 


Per cent. 
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Discount Rates 


Bank Bills 
3 months 3 months 


Per cent. Per cent. 
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Table V 
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Treasury Bills 





Amount 


Amount 
Applied for 


Offered 
£ millions 


a Se 


Per cent. £ millions 
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All figures given above, except those of 


FOREIG 








| 
NEW YORK|MONTREAL 


Stok $to£ 





PAR OF EXCHANGE.. 


1927 
JANUARY 
APRIL .. 
JULY .. 
OCTOBER 


1928 
JANUARY 
APRIL 
JULY .. 
OcTOBER 


1929 

JANUARY 
APRIL .. 
JULY .. 
SEPTEMBER 
OcTOBER 
NOVEMBER 
DECEMBER 


1930 
JANUARY 
FEBRUARY 


SEPTEMBER 


803 


PPh Ph PP he 





PARIS 


1 
1a¢4t 











| BRUSSELS | MILAN 
| 
Fr. to £ | Belga to £ 


3 
ZURICH 


Lire to £ Fr. to£ I’tas to 2 


ag°a2is 25 °a2m5 











25-108 " 
25-086 

25-044 . | 
-980 25-047 

*829 25-048 

1 The old parity of 25-2215 


2 The old parity of 25-22 
3 Berne until November 192% 
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ONEY § RATES Table IV—cont. 
| NEW YORK PARIS | BERLIN AMSTERDAM 
Market Market Market Market 
Bank Rate Discount Call Money | Bank Rate Discount Bank Rate Discount Bank Rate Discount 
ws & Rate Rate Rate Rate 
millions Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. 
44-5 8 2h 3 2 Qa 44 3 3 1 
39°4 8 Qt 2% 2 2h th 3 3 1 
53-1 2} 2¢ 2% 23 2a 4 3 3 1 
57+1 2 1 2 2¢ 1 4 3 3 1 
44-4 1 2% Hf 1 4 3 3 1 
18-8 2 1 2% 2 2 4 3 3 1 
8-4 2 1 2 2 2% 4 3 3 2 
52-2 2 1 2 2 24 - 3 3 1 
1-4 2: 1 2 2 2t 4 3H 3 1 
3-2 2: 1 2a: 2 2k 4 3 3 1 
4-8 2 1 2¢ 24 2¢ 4 3t 3 1 
3-3 2 1 2%: 2 2%: 4 3% 3 1 
10-5 2 1 2 = of + 3 3 18 
5-6 | @ 1 23 2 2 4 3 3 1 
8°1 2 1 24 2 2t 4 3 3 1 
57 2 1 2 2 2% 4 3 3 2 
4°7 2 1 2 2 1 4 3 3 2 
7°8 2 1 2 2 1 4 3 3 1 
5°5 2 1 2 2+ 1# 44 43 3 1 
se of easury Bills, are averages of daily rates. 
REIGEXCHANGES Table V—cont. 
DAILIBRVERAGES 
»RID laMsrerpAM| BERLIN | PRAGUE WARSAW \sTocKHOLM BOMBAY | KOBE RIO DE BUENOS 
JANEIRO AIRES 
sto£ Fl. to£ Rmk.to £ | Kronento£| Zloty to£ Kr. to £ d. per Rupee | d. per Yen. d. per d. ad 
Milreis. Goid Peso. 
as | se 42°107 | 20°43 164°25 4738 18159 ria 24°58 58907 47°619 
ul 
340 12-135 20-453 163-85 43-500 18-171 24-15 5-799 46°42 
514 i 12-189 20-489 163-99 43-500 18°135 23-90 5-832 47°56 
417 | 12-119 20°450 163 -86 43-538 18-128 23°31 5-829 47°76 
199 | 12-116 20-408 164-24 43-500 18-0384 22-96 5-910 47°89 
504 12°087 20-461 164-49 43-505 18-138 23-10 5-918 47°83 
118 12-111 20-412 164-71 43-505 18-184 23°47 5-923 47°81 
p11 12-084 20-384 164-12 43-500 18-161 22-65 5-902 47-43 
970 12-096 20-364 163-63 43-313 18-138 22-88 5-918 47-34 
1 7 12-091 20-402 163-83 43-313 18-138 22°55 5-905 47-41 
28 12-090 20-475 163-89 43-313 18-173 22°08 5-869 47°28 
51 12-086 20-359 163 -87 43-308 18-098 22-54 5-873 47°23 
52 12-093 20-362 163-76 43-267 18-101 23-42 5-870 47-20 
86 12-098 20-397 164-42 48-418 18-141 23-55 5-860 46°82 
54 12-087 20-382 164-53 43-496 18-149 24-01 5-797 46-26 
92 12-005 20-386 164-47 43-484 18-102 24°10 5-561 45°86 
17 12-102 20-387 164-56 43-398 18-136 24°25 5-525 45-04 
39 12-123 20-366 164-25 43-368 18-124 24°28 5-546 42-70 
47 12-124 20-382 164-11 43-381 18-105 24°38 5-707 42°24 
46 12-098 20-3756 164-17 43-416 18-092 24-38 5-743 43°71 
21 12-081 20-365 16397 43-353 18-111 24-39 5-864 43-04 
17 12-036 20°368 163-78 43°345 18-095 24°53 5-630 41°65 
03 12-093 20-383 164-06 43-382 18-097 24°39 5-368 40-60 
38 12-089 20-888 164-18 43-413 18-112 24-37 4°877 40-66 
07 12-067 20-407 163-82 43-376 18-093 24°41 4-980 40-37 
215 wa B*0andoned as from June 25, 1928. 
215 wi § Abandoned as from December 22, 1927. 
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Table VI BRITISH 
















































COAL PIG-IRON (1) STEEL (1) imo 
Exports 7 | 
Production taiating | Fumaces Bg Production | Production lt 
as | 
illions of Millions of atendof | Thousands of | Thousa 
- Tous Tons | month Tons } = . Lr 
1927 | | 
JANUARY .. ee ee ee ee 21-6 4°3 152 435 731 
APRIL ae aa a ee 20°2 4°3 189 680 | = 850 
JULY ° ee ee ° ee 19-9 4-4 174 646 687 
OCTOBER .. ee ee ee ee 20-8 4°5 162 596 699 
1928 
JANUARY .. ee ne ee «a 21-5 4°3 148 560 626 
APRIL ee oe ee ee ee 18-2 4-0 149 563 644 
JULY ° ee ee ee 18-1 4°5 131 538 667 
OCTOBER .. ee ee ee e 21-1 6-1 136 644 756 
1929 
JANUARY .. ee ee ee . 22-4 4-9 139 564 765 
APRIL e oe ee ee 20-9 | 5-0 152 611 809 | 
JULY «e ° ee ° 21-1 os 4 cas 
AUGUST ee oe ee ee oe 20°5 5- 
SEPTEMBER ee ee ee ee 20-9 5°6 168 665 848 
OCTOBER .. ee ee ee ee 23-0 6-2 166 689 890 
NOVEMBER .. oe ee ee ee 22°3 5°8 163 631 815 
DECEMBER .. ee ee ee ee 21-4 5°38 162 643 661 
1930 
JANUARY .. ee ee ee ee 23-8 5-9 159 650 771 
FEBRUARY .. ee ee ee ee 21-7 50 162 607 776 | 
MARCH ee ee ee ee ee 22-4 5-0 157 666 826 | 
APRIL oe oe ee re ee 19-7 4-6 151 620 696 
May oe ee ee ee ee 21-3 5-3 141 615 692 
JUNE ee ee ee ee oe 16:9 4-2 133 563 600 
JULY ee oe ee es ee 18-7 4-9 105 486 621 
AUGUST ee oe ee ee oe 17-9 4°3 104 417 451 
SEPTEMBER es - oe an 19-6 5:0 104 425 581 











(1) Returns wehe Nati 
Table VI BRITISH TRADE AND INDUSTRY—cont. 











































































1 | | 7 
OVERSEAS TRADE | BANK CLEARINGS | UNEMPLOYMENT | : 7 
3 e 4 Inder 
Imports | Exports |Re ts| London’ |Provincial| Total | Compar- | — > S| ae 
von 
— ” eae « Country” } Fe | insured | Register | (Quarterly) 
‘otal | 4 
| persons j ; 
_£ &£ £ £ £ | | £ | unem- 000’s 194 = 
millions | millions | millions millions | millions | millions | millions ployed omitted A 
| | | \ —_— 
1927 | " 
JANUARY 113-6 5:4 9-9 10-0 5:6 15-6 | 18-0 12-0 | 1,340 | 110° 
APRIL .. | 100-6 | 52-6 11-8 10-2 5°5 | 15:7 18-6 9-4 | 1,076 | 1081 Ja 
July . 93-4 | 56-1 9-7 9-9 5:6 15-6 18-3 9-2 | 1,041 105'9 AP 
OCTOBER 105-0 9-4 10-1 6-0 161 18-8 9-5 | 1,080 | 1074 he 
1928 : 
JANUARY 100-4 | 59-7 10-3 10°38 5-8 16-1 19- 10-7 | 1,204 | 1057 § | 
APRIL .. 96-8 | 55:3 11-0 10-5 6:0 16-5 19-2 9-5 | 1,081 1087 | JA 
Jury ..| 95:5 | 60-9 8-5 10-2 5-5 | 157 18-5 11:6 | 1,259 95°4 AI 
OcTOBER 102°7 | 64:3 8-9 10:2 | 5:4 | 15:6 1 11-8 | 1,889 | 1062 § a 
1929 | 
JANUARY 116-1 | 66-9 9-8 10-4 5-5 | 15:9 | 19-1 12:3 | 1,427 | 1088 
APRIL .. | 104°2 60-2 10°4 10°5 5:3 15-8 | 19-0 9°9 1,159 11) vA 
Jury ..| 93:6 | 66°5 8-0 10°38 5:4 15:7 | 19-0 9-9 | 1,140 AF 
Avatst .. | 101:0 | 63-0 9-0 9-4 4:7 14:1 | 17-3 10-1 | 1,162 | $1082 JU 
SEPTEMBER | 98-4 | 55-1 6-7 9-3 4:8 14-1 | 17-2 10-0 | 1,159 At 
OCTOBER 110-3 | 64°6 9-1 10°3 5-1 | 155 | 18-9 10-4 1,218 SE 
NOVEMBER | 108-2 | 63-1 8-2 10-1 5-1 15-2 | 18-9 11:0 | 1,268 | $1148 Oc 
DReceMBER | 106-6 | 58-4 7-9 10-4 5°3 15-6 | 19-6 11-1 | 1,357 = 
1930 
JANUARY 101'9 | 58-3 8-2 10-4 5-0 15-4 19+5 12-6 | 1,481 
FEBRUARY 88-2 | 51-9 8-6 9°8 51 14°9 19-4 13°1 1,518 | }1096 va 
Marck ..| 93:4] 538-9 7-7 9°38 5-0 14°8 19-8 14:0 | 1,610 Fi 
APRIL ..| 83-9 | 46-9 7-8 | 10-4 | 4:7 | 151 20-3 14:6 | 1,678 M. 
May ..| 91:0 | 51:0 9-1 98 | 4:3 14:1 19-2 15°38 | 1,745 | +1009 Al 
JUNE .. | 83-4] 428 7+9 9-2 4:2 13:4 | 18-5 15°8 | 1,841 M. 
Jury <<: | 85-2 | 50-7 6-7 | 10-0 43 | 14:3 | 19-9 | 17-1 | 1,964 It 
AvuGust .. | 79-9 | 42:8 6:3 9-0 4:0 130 183 | 17°5 | 2,036 J 
SEPTEMBER | 78:7 | 42-7 5-4 8-6 3-7 12-4 17°8 18-1 | 2.115 i 
P 1 Daily averages. 2 “Country” clearings at London Clearing House. 3 Total clearings (Londo 
“Country” and Provincial) adjusted, for comparative purposes, by application of Board of Trade indet ei 





number of wholesale prices (1924 = 100), 4 Average of four or five weekly returns. 5 Reprinted by courte? 
of the London and Cambridge Economic Service. 
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1 TR) INDUSTRY Table VI—cont. 
TEEL OB |"RON ASUS THEGOP | MACHINERY coTToN | WOOL 
rts of 
aati: Imports Exports Imports Exports "Yarme Piece | Goode - ope - Weotang. Wool and 
Warns, | ‘Tissues 
raked Thousands | Thousands £ £ Millions of | Millions of Millions Millions Millions of 
a | of Tons of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yds. 
= 555 219 1,308 3,995 15-9 322-3 3-0 3-4 15-9 
687 405 335 1,454 3,598 17°3 316-9 3°3 3°8 9-5 
336 390 1,402 8,786 | 14:0 335-2 3-1 4°4 16-0 
699 336 385 1,244 4,503 15° 312-1 4-0 5-1 13-1 
| 
- i 234 332 1,345 4,805 14-9 337-4 2-8 4-0 . 
p+ | 253 344 1,464 4,143 13-8 314-8 2-9 3°7 10-0 
75 | 219 333 1,461 4,567 11°4 338-6 2°6 4°2 18-0 
6 | 261 377 1,488 4,402 15-1 334-0 2°5 4°5 12-7 
ps | 944 421 1,627 5,078 16-9 379-2 3-1 3°6 18-6 
805 | 262 340 1,574 4,151 13°1 349-4 2-4 3-0 9°5 
758 237 376 1,687 5,066 15-0 355°4 2°2 5-1 17°5 
848 255 358 1,728 4,421 15-3 321-3 2-8 4:9 7-2 
890 229 299 1,460 3,768 10-2 237-5 2°38 3-7 11°3 
815 | 248 390 1,724 4,803 13°5 265-8 3-3 4°5 11-1 
| 250 383 1,531 5,079 12°5 284-0 2-9 4-1 10°8 
256 332 1,629 | 4,408 14°5 273-6 2-0 3°4 11-4 
$10 352 1,514 | 4,456 13°2 313-2 2-7 3-7 141 
259 294 1,520 4,274 12-2 299-5 1-9 3-0 13-0 
| 280 338 1,712 | 4,224 | 12-7 281-3 2°5 3-0 9-8 
| 284 268 1,699 | 3,861 11°5 217-0 2-4 3-0 7-0 
| 234 295 1,853 4,471 12-4 218-1 1-9 2°56 7:9 
|} 215 251 1,476 3,652 10-7 158-7 2-2 2-4 6°6 
| 199 303 1415 | 4440 | 11-0 197-4 2-7 3-2 10-1 
| 195 219 1,405 3,507 10:2 168-0 2°3 3-1 11-0 
| 224 200 1,214 3,061 9-1 | 142-7 2-1 8-1 9-6 
he National Federation of Iron and Steel Manufacturers. 
it. Table VII COMMODITY PRICES 
tii giana aia 5 
5 UNITED KINGDOM | U.S.A. GERMANY FRANCE | ITALY 
Inder d nn eee | Se ee a pe 
Produc Wholesale | 1 | Wholesale} Wholesale | Living |Wholesale| Costof | Wholesale} Cost of 
tion © ———=—=—=——=—=—==—| OCossol | (Depars- Statis- | (Statis- | (Statis- Living Living 
(Quarterit 5 PP Living | mentof | tisches | tisches | tique (Statis- 
wo Board of | ‘Econ. | (Ministry| Labor) |Reichsamt| Reichs. Générale) } tique 
=W5 Trade omist” lof Labour) amt) Générale) 
a a a July 1913/14 July | (Jan.-Jualy) 
1913= 100, 1913 = 100 | 1914 = aad 1918 = 100 | 1913 = 100] = 100 | 1913 = 100 | 1914= my 1918 = 100! 1914 = 100 
110°8 | 1927 
108°1 JANUARY .. 143-6 | 143-1 172 138-4 135-9 | 144-6 | 621°8 524 - _ 
1059 © APRIL ee 139-38 | 142°8 164 134°3 134-8 | 146°4 | 636-3 525 _ _ 


107*4 JULY os | eck | Ses 164 134-8 | 137-6 | 150-0 | 620°5 507 
| OCTOBER -- 141-4 | 142°5 169 189-0 | 139-8 | 150-2 | 687-0 498 


105:7 1928 
1037 § JANUARY .. | 141-1 | 141°5 166 188-0 | 138-7 | 150-8 | 606-7 507 134°3 145 
95-4 & APRIL ee | 142-9 | 145-7 164 139°5 | 139-5 | 150-7 | 623-8 519 134-7 145 
1062) JULY ee 141-1 | 141-9 165 140-8 | 141°6 | 152-6 | 623-8 519 182-6 143 

OcTOBER .. | 187°9 | 186°9 167 140-1 | 140-1 | 152-1 | 617-0 5381 183-5 144 


108-3 1929 




















111-0 JANUARY .. | 188°3 | 186-1 165 139°3 | 138-9 | 153-1 184°7 148 
APRIL .. | 188-8 | 185-0 161 188-7 | 187-1 | 153-6 | 133-8 150 

108'2 JULY «. | 187-4 | 184-6 163 140°4 | 187°8 | 154-4 129°5 148 
Aveust .. | 185°9 | 184:5 164 140-0 | 188-1 | 154-0 | 128-6 146 
SEPTEMBER.. | 135-8 | 131-9 165 189-7 | 188-1 | 153-6 128-1 147 

1148 OcTOBER .. | 136-1 | 129-6 167 138-0 | 187°2 | 153-5 127-6 149 
NoVEMBER.. | 134°0 | 126°9 167 135-2 | 185-5 | 153-0 126-0 149 
DECEMBER.. | 132-5 | 126-9 166 185-0 | 184-3 | 152-6 124-6 150 

1930 

008 JANUARY .. | 181°0 | 123-7 164 183-8 | 182-3 | 151-6 123-0 150 
FeBRUARY+. | 127-8 | 121-0 161 131-9 | 129-3 | 150-3 120-7 148 

F March .. | 124:5 | 119-4 157 180°1 | 126°4 | 148-7 118°5 147 
109 | APRIL es | 128°7 | 117-2 155 129°9 | 126-7 | 147-4 116-6 146 
May... ee | 122°0 | 115-8 154 127-7 | 125°7 | 146-7 114-1 144 

JUNE ++ | 120°7 | 113-2 155 124-4 | 124-5 | 147-6 112-0 145 

JULY +. | 119-2 | 111-5 157 120-3 | 125-1 | 149-8 109-0 145 

Avaust .. | 117-8 109-3 157 120- 124-7 | 148-8 . 109-3 144 

—— SEPTEMBER... | 115-5 | 105-2 156 122-8 | 146-9 : 108-1 143 


la 105°2 | 1 __| 122°8 | 146°9 | 
e index pm. ~ indices, which are for the 1st of the month, are entered for the previous month to facilitate 
§ Gold index. 


MARTINS 
BANK 


LIMITED. 


Head Office: 

7, WATER ST., LIVERPOOL. 
London Office: 

68, LOMBARD ST., E.C.3. 


Manchester District Office: 
43, SPRING GARDENS. 


Capital Paid Up and Reserves £7,800,045 
Deposits, etc., at 30 June 1930 £77,459,008 


The Bank has over 565 Offices, and Agente 
in all the a & towns at home and 


All descriptions of Banking, 
Trustee and Foreign Exchange 
Business Transacted. The Bank is 
papes to act as Registrar for 

blic and Corporate Bodies, etc. 


BANCA MOLDOVA 


LTD. 
JASSY——-BUCHAREST. 
Oo oO 


Capital Paid up and Reserves— 
LEI 181,500,000. 


oO oO 


Cable Address: MOLDOBANCA. 
Branches : 
ati BALTI, BARLAD, 


I, 
RENI, ROMAN, TIGHINA, "TARUTINO, 
VASLUI 


oo 


Every Description of Banking 
Business Transacted. 


| CREDITO ITALIANO | 


Capital - Lire 500,000,000 
Reserve - Lire 300,000,000 


Head Office: MILAN 


230 Branches and Agencies 
in Italy 


i LONDON BRANCH: 
: 2, Royal Exchange Avenue, E.C.3 : 


H Representative Office in ; 
? New York, Berlin and Paris : 


: Every kind of Banking Business transacted. ; 


1644 BRANCHES IN 
FINLAND 


Capital and Reserves: 
Fmk. 426,000,000 


KANSALLIS-OSAKE-PANKKI 


(National Joint Stock Bank) 


Head Office: HELSINKI 
(Helsingfors) FINLAND . 





French 
Supplement 
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Some Current French Financial 
Problems 


By Maurice Lorain 
(Joint Secretary-General of the Société Générale) 


HE three years which have just passed have been, 

| for France, a time of marked monetary consolida- 

tion, of an abundance of capital and, altogether, 

of prosperity and progress. The stabilization of the franc 

has removed the barriers which separated the Paris 

market from the great foreign centres, and hence- 

forward Paris occupies a position in which she can and 
must play an international part. 

It seems clear that France will be able, in the future 
as in the past, to benefit in a normal fashion from her 
position as a creditor nation. This means that she can 
look forward to the accumulation of funds as a per- 
manent factor in her economic situation, and that her 
anxiety to make use of these funds will lead her to search 
for means of investing them abroad. These funds held 
abroad originated in the form of short-term capital, 
which to-day takes the form of foreign balances, 
amounting to Frs. 25 milliards, owned by the Banque de 
France; of further balances, amounting to Frs. Io 
milliards, owned by the Treasury ; and of other balances 
in foreign centres, which belong to private banks and 
other institutions. 

No doubt these issues could be converted into gold, 
as has already happened to some degree in the course of 
the last few years. But our country cannot indefinitely 
amass reserves of fruitless metal. Such a course would 
result in a kind of collective hoarding by France at a time 
when rightly or wrongly foreign markets fear a shortage 
of gold in the world, with the accompanying industrial 
stagnation which such a shortage would promote. 

It would seem that the French money market could 
use these funds to take a share in financing international 
commercial operations. Efforts have already been made 
in this direction, since the restoration of the gold standard 
first made them possible, and they have been facilitated 








eo 7 2 - P 
Societé Générale 
POUR FAVORISER LE DEVELOPPEMENT DU COMMERCE ET DE L’INDUSTRIE 
EN FRANCE 


Incorporated in France with limited liability. 
Head Office : 29, Boulevard Haussmann, Paris IXéme. 
Foreign Department : 29, Boulevard Haussmann, Paris IXéme. 
London Office: 105, Old Broad Street, E.C.z. 
West-End Branch: 11, Waterloo Place, S.W.1. 


A Société Générale pour favoriser le développement du Commerce et de 
L l’'Industrie en France occupies a position of the first importance for the 

organization of French banking; this is shown not only by the number of 
its branches, but by the amount of its deposits. 


The Société Générale was founded on May 4th, 1864, under the patronage of 
the Banque de France and of various Banking houses, and with the support of 
the railway companies and large industrial groups. Its first Board of Directors 
had as President M. Schneider, President of the Corps législatif, Governor of the 
Banque de France, and Managing Director of Creusot. 


The progress of the Société Générale has been rapid, proof of which is to be 
found in the following table which shows the constant increase in the number of 
its branches. 

51 Branches in 1869 

148 a 1889 

772 ” 1909 

more than 1,450 a 1929. 


To these branches must also be added the number of its branches and repre- 
sentatives abroad. 


In England the Société Générale has a City Office and a branch in the West- 
End. 


In Belgium it is represented by the Société Frangaise de Banque, with offices 
at Antwerp, Brussels, Charleroi and Ostend. 


In Spain it has created the Société Générale de Banque pour l’Etranger et les 
Colonies, which has two branches, one at Barcelona, and the other at Valence. 


In the Near East it operates through a subsidiary, the Banque Frangaise de 
Syrie, with branches at Beyrout, Aleppo and Damascus. In Western Germany, 
in Switzerland and in Luxembourg it acts through the Société Générale Alsacienne 
de Banque, the Head Office of which is at Strasbourg and which covers the whole 
of Alsace and Lorraine. 


As the result of the constant increase in the number of the branches of the 
Société Générale there has been a constant extension in the total of operations 
dealt with, which has necessitated several increases in capital. 


The capital which was originally 120,000,000 francs has been successively 
increased as follows :— 
In 1889 to 160,000,000 Francs. 
1903 ,, 200,000,000 
1905 ,, 250,000,000 
1906 300,000,000 
1909 ,, 400,000,000 
I9I2 ,, 500,000,000 
1929 ,, 625,000,000 the present capital. 
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To this capital must be added reserves and undistributed profits which have 
increased continuously until the final total actually exceeds 400,000,000 francs. 


It would be unnecessary to enumerate all the banking operations covered by 
the Société Générale. Their development has been not only very rapid, but very 
regular, as the table below shows. 


In Millions of Francs. 


Bills of Debit 
To the 31st December Deposits. Exchange, &c. Balances. 


1865 es - ina i 37 26 
1885 as ave ea is 318 129 
1905 “ me - oe 857 416 
1925 vr ae - np 7,442 4,797 
1929 ne me _ at 11,738 6,162 


The Société Générale also assists industry and commerce by the placing of 
issues which is undertaken in France through the banks, this being contrary to 
what takes place in some foreign countries. It also undertakes all capital 
operations, purchases and sales on the Stock Exchange and the payment of 
coupons, 


The Société Générale has worked with the intention of taking an important 
place in the development of the international réle of the French money market. 
It has done everything possible to encourage the practice of international 
acceptance in Paris; the initiative which it has taken has not been in vain. 
“ Acceptances ’’ which totalled at the end of 1928, 373,000,000 francs, 
reached a total of 465,000,000 at the end of Decernber, 1929. The Société Générale 
has also taken part in the founding of the Banque Frangaise d’Acceptation, part 
of the capital of which it subscribed. 


There has taken place between Loans at short term (discount) and Loans at 
Long Term (shares and debentures) a form of intermediate credit for which the 
Société Générale has founded the Société Anonyme de Crédit a I’ Industrie Frangaise. 
This institution issues capital capable of investment for a fixed time. 


So far as relations with foreign customers are particularly concerned, a special 
service has been organized, in which are to be found grouped the different sections 
of the Head Office which formerly dealt in international operations. 


The Foreign Department thus includes a foreign exchange office, an office 
dealing with drafts and documentary credits. Apart from this it is perfectly 
organized for the payment of Letters of Credit, and Circular Cheques issued by 
most banks throughout the world. 


To sum up, the Société Générale has above all remained faithful to the lines 
laid down by its founders, which are shown by its Articles of Association, ‘‘ To 
encourage the development of Commerce and Industry in France.” 


But its rapid rise and its constantly increasing activities allow it to play 
a most prominent part also in international French commerce, the future of which 
can only enhance its importance. 
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by the fact that short-money rates are lower in France 
than anywhere else. 

In particular, the Paris acceptance market has 
developed rapidly during the past three years. While on 
June 30, 1927, the three great credit establishments only 
showed acceptances amounting to Frs. 119,000,000, 
two years later, on October 31, 1929, their amount had 
risen to Frs. 1,111,000,000. Since this latter date, the 
creation of a special acceptance institution, under 
auspices of the leading Paris banks, has proved of great 
assistance in this direction. 

The revival of foreign long-term investment is also 
made essential by France’s position as a creditor nation. 
In pre-war days, her foreign capital market was for 
France a national industry, and the placing of her capital 
abroad enabled her to assist new countries or countries 
less developed than herself. Thus was established the 
“ Foreign Portfolio,” which has often been criticized, but 
which, when the war came, turned out to be a valuable 
reserve and a useful instrument of credit. 

It would be premature at the present moment to pre- 
dict how far Paris will resume her place as a great creator 
and distributor of capital. What is certain, however, is 
that a policy of issuing and introducing foreign securities 
demands the attention of public authority and of the 
banks. 

Interesting as may be the measures intended to 
develop the international influence of the Paris capital 
market, we must not exaggerate the importance of the 
direction of more purely banking activities into foreign 
channels. France lives much more on her own resources 
than do certain other countries. The traditional balance 
which she has always maintained between agriculture 
and industry saves her from the need of importing food- 
stuffs from abroad, but this balance also results in her 
industrial output being directed into the home market. 
Apart from this, France has only in a limited degree a 
world market for the distribution of her principal pro- 
ducts ; we do not find on every sea and in every country 
French ships and merchants, as English ships and 
merchants are to be found. 

Our banks, which work in a country in which internal 
trade occupies the most prominent place, will continue 
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therefore to find that the most important of their activities 
will lie in the direction of financing French business. 
There will undoubtedly be large possibilities for them 
in this direction in the future. 

In the first place, the financial world will have to pro- 
vide the important capital requirements of the country. 
The reconstruction of the devastated areas is now almost 
completely finished, but our industrial organizations, 
which can again look forward in security to their plans 
for the future, are busy with the renewal and the perfec- 
tion of their equipment. There are also large public 
enterprises to be undertaken which have so far been 
deferred owing to the financial crisis, but which cannot 
be postponed indefinitely without compromising the 
elasticity of French economic life. The programme of 
national resources drawn up by the Government will 
supply substantial funds for this work, which will be 
completed by means of public loans and issues by private 
associations. We must also speed up the exploitation of 
the natural wealth of our colonial territories and of their 
economic equipment. 

Apart from this the fall in the long-term rate of 
interest has already permitted the inception of certain 
conversions. These operations, which have scarcely 
started, will bring about a reduction in the cost of public 
and private debts. They are, therefore, likely to exercise 
a nrofound influence not only on the situation of the 
ne4ional finances, but on production costs generally. 
1931 will mark a definite stage in this direction, because 
it will mark the date from which the Treasury will have 
the right to redeem the most onerous of the loans now 
outstanding. Thus in the course of next year the market 
will, without doubt, be mainly occupied with State 
conversions on a large scale. 

As for banking operations pure and simple, there 
seems to be a definite field of development open to them 
also, because the Frenchman still knows very little about 
utilizing the services of the banks. There is still much 
to be done in our country to increase the use of bank 
deposits and of cheques, and in general to substitute the 
use of credit instruments for that of cash as a means of 
settling ordinary business transactions. The gradual 
development of the “cheque habit” will, incidentally, 
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BANQUE 
DE PARIS ET DES PAYS-BAS 


Societe Anonyme 
ESTABLISHED 1872 













CAPITAL: 300,000,000 Francs 










HEAD OFFICE : 
3 rue d’Antin, PARIS 


TRAVELLERS OFFICE : 
88 Avenue des Champs-Elysées 














Cable Address: PARIBAS-PARIS 


BRANCHES : 
AMSTERDAM : 539 Heerengracht 
BRUSSELS: 31 rue des Colonies 
GENEVA: 6 rue de Hollande 


Correspondents and Subsidiaries throughout the World 





ALL BANKING AND EXCHANGE TRANSACTIONS 
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release fresh funds for use in the Paris money market, 
and will also develop fresh demands for short loans. The 
use of commercial bills, the discounting of which is the 
healthiest and most convenient form of bank credit, must 
also be developed. Considerable progress has been made 
in this direction during the last few years, and large firms 
who once used to refuse to accept bills drawn on them- 
selves against their purchases have now come to realize 
the advantages arising out of the use of bills of exchange. 
It would be a good thing if their example were followed 
by all engaged in industry and commerce. This educa- 
tion of the commercial world must depend largely on the 
credit establishments which, by means of their chain of 
branches throughout the whole country, come into touch 
with all classes of the population. Through them, in a 
country where private resources are as widely distributed 
as in France, unemployed capital can be withdrawn and 
placed at the disposal of commerce and industry. 

Finally, a common complaint from the French 
business world, both before and since the war, has been 
that there exists no form of credit intermediate between 
short-term credits, such as can be obtained by discount- 
ing bills or by borrowing from the banks, and long-term 
credits, as exemplified by issues of debentures on the 
capital market. This complaint is gaining force from 
the fact that competition is forcing many traders to 
grant credits to their customers for periods running 
up to several years. Business of this kind cannot, 
obviously, be financed by the deposit banks, who owe it 
to their customers not to lock up their funds for so long 
a time. Again, while there is a certain demand for these 
facilities, it is not sufficiently large or regular to warrant 
the banks increasing their capital or other permanent 
resources in order to meet it. Since the stabilization of 
the franc, the leading Paris banks have attempted to solve 
the problem by creating special subsidiaries, whose funds 
are provided through the issue of bonds, and which can, 
therefore, be used to grant “ intermediate ” credits of the 
kind described above. Experience to date has shown 
that there was a real need for such credits, and now that 
they are available it is to be hoped that traders will make 
use of them as a means of developing new markets. 
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Banque Nationale de Credit 





HEAD OFFICE : CAPITAL : 
16 Boulevard des Italiens, Frs. 318,750,000. 
Paris. 


of the Comptoir d’Escompte de Mulhouse, the head office of which 

bank was on the territory of the German Reich, from its branches 
and agencies situated on French territory. The Banque Nationale de 
Crédit was thus created from the very beginning with about go offices 
well introduced in important business centres. Soon after its creation, 
the bank absorbed about twenty private banks, among others the 
Banque du Midi and the Banque Jolidon, Montbéliard. It opened new 
branches at Roubaix, Tourcoing and Arras. It was thus increasing 
steadily at the time of the outbreak of the war. 


Te Banque Nationale de Crédit was created through the separation 


After a few months of general disarrangement caused by the 
mobilization and invasion, the Banque Nationale de Crédit resumed its 
policy of expansion. It absorbed the Banque Richou, Angers, the 
Banque Lair, Lisieux and the Banque Blanchard, Tours. It established 
an office at Nantes. In 1917, it acquired, with the intermediary of the 
Crédit Francais, a substantial participation in the Crédit du Centre, 
Blois, Crédit du Rhone et du Sud-Est, Lyon, and Crédit du Sud-Ouest, 
Bordeaux. It opened branches at Saint-Etienne, Vienne, and subse- 
quently in Strassbourg. In 1919, the Banque Nationale de Crédit 
absorbed the Banque de Metz, the banking houses Tissie, Sarrus & Co., 
Négre, Bergeron et Bruneton at Montpellier and Nimes, and the Banque 
de Nancy. A number of offices were opened in Alsace and in the Rhine 
Provinces. 


In 1922, the bank absorbed the Banque Francaise pour le Commerce 
et |’Industrie (formerly Banque Rouvier), and the Banque Prieur 
Gaudet & Cie. With its head offices at the Boulevard des Italiens, the 
Banque Nationale de Crédit possessed at the end of 1929 about forty 
agencies in Paris and its suburbs, over 250 branches, agencies and 
permanent offices in the provinces, and about 300 periodical offices. 


The absorption of the Comptoir d’Escompte de Mulhouse in 1930, 
increased the number of its branches in Alsace-Lorraine by about sixty. 


The original authorized share capital of the bank was 100,000,000 
francs. It was increased to 150,000,000 francs in 1917, to 200,000,000 
francs in I919, to 300,000,000 francs in 1920, and to 500,000,000 francs 
in the same year. 
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RESOURCES OF THE BANK. 
(In millions of francs.) 


BANQUE NATIONALE DE CREDIT—cont. 
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Profits 
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1926. 1927. 
250 250 
105 IIo 

3,592 4,121 
3,947 4,481 
34°5 34°6 








EMPLOYMENT OF RESOURCES 


(In millions of francs.) 








| Discounts and Treasury Bills | 


Secured advances 
Current Accounts 
Securities 
Participations 
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1922. 


1,627 
264 
387 
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1928. 1929. 
262°5 262°5 
128 130 
4,631 5,127 
| 5,021°5 5,519°5 
—_——_—_ 
39 43 | 
1923. 1924. 1925. 
1,647 | 1,440 | 2,063 
422 398 389 
423 448 466 
50 47 44 
II 32 15 
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BANQUE NATIONALE DE CREDIT—cont. 


NET PROFITS. 
(In thousands of francs.) 


Writing 
down 


Carry- 
forward. 





6 months 1913 








31,175 
31,224 
31,445 
32,093 
34,532 
34,654 
39,491 
42,787 


403 


6,513 
6,274 
7,248 
7,901 
4,922 





4,023 
4,226 





BALANCE 


Reserves. | distributed. | 





Dividends in Francs. 





Profits 
Founders’ 


Shares. 


Ordinary 
Shares. 


2,194 4°89 


31,445 42°50 
24,711 42°50 
25,171 45°00 
24,845 


26,631 


45°00 
50°00 
29,732 55°00 
35,468 


38,561 


65°00 





70°00 





SHEET ON DECEMBER 3I, 1929. 


(In millions of francs.) 








ASSETS. 


Premises 


Sundry Accounts 


Acceptance debtors .. 


Participations. . 
Securities 

Secured Advances 
Coupons 

Current Accounts 
Discounts 


Cash and with Banks 


80 
36 


| 





LIABILITIES. 
Capital 


Reserves 


Sundry Accounts .. 28 


Acceptance creditors 334 


Current and Deposit Ac- 
counts « 5,127 
Cheques Payable .. 89 


Dividends and Directors’ 
Fees 


Call loans 
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Franc Acceptance Credits in Paris 
By Jean Velay 


(General Manager of the Banque Frangaise d’Acceptation) 


HE Paris market is now gaining a steadily 
increasing importance as a distributor of inter- 
national credit. Since the de jure stabilization of 
the franc, on June 25, 1928, the operations of the French 
money market have increased considerably, and French 
savings have recovered their pre-war importance. The 
steady creation of new capital has resulted in an 
abundance of funds, and this situation has promoted Paris 
to the front rank of centres engaged in international 
financial operations. Its importance is likely to increase, 
if the measures taken for increasing its elasticity prove 
to be effective and if the Bank of France retains its 
control. These are the two points which are dealt with 
on the following pages. 

The structure of the Paris market is different from that 
of foreign centres. It has been determined to some extent 
by the hberal policy of the Bank of France, which enables 
the banks to mobilize effectively their bill holdings. The 
discount rate policy of the Bank of France is charac- 
terized by stability, moderation and uniformity, in spite 
of the fact that it does not possess such powerful influence 
upon the market as the ene Bills in the hands of 
the Bank of England. 

The money market operates in Paris everyday until 
noon. Brokers act as intermediaries between banks, 
and the settlement takes place by means of the clearing 
house or through the medium of the accounts of the banks 
at the bank of issue. The business transacted in the 
money market consists of transactions in bills, sight loans 
and short loans on securities. The discount market is 
concerned with transactions in bills between various 
banks, with or without the intermediaries of brokers. 
These bills are usually of an amount exceeding 10,000 
francs, bear the signature of big French business houses, 
and are payable within 45 to 90 days. The discount rate 


(Continued on page 194.) 








Banque Francaise d’Acceptation 


Capital: Frs. 100,000,000. 
16, rue Le Peletier 
ParISs. 


Established, under the auspices of the BANK OF FRANCE, on 
December 30th, 1929. 


The shareholders of this Limited Company are : 


BANQUE DE L’UNION PARISIENNE 
BANQUE DE Paris & DES Pays-BAs 
CREDIT LYONNAIS 

SOCIETE GENERALE 

BANQUE NATIONALE DE CREDIT 
CREDIT COMMERCIAL DE FRANCE 
CREDIT MOBILIER FRANCAIS 
BANQUE DE L’INDOCHINE 

BANQUE BELGE POUR L’ETRANGER 
BANQUE ITALO-BELGE. 


Chatrman : 
M. CHARLES SERGENT, Chairman, Banque de |’Union Parisienne 


Vice-Chairman : 
M. EMILE Ovupot, Manager, Banque de Paris & des Pays-Bas 


Directors : 

MM. Epovarp EscarrA, General Manager, Crédit Lyonnais 
EDMOND LAVILLE, Manager, Société Générale 
JEAN Brun, Manager, Banque Nationale de Crédit 
ALFRED SAVEY, Manager, Crédit Commercial de France 
ETIENNE CHAUvy, Managing Director, Crédit Mobilier 

Frangais 

PavuL BaubDouliNn, Manager, Banque de 1’Indochine 
ANDRE BAHUET, Manager, Banque de |’Union Parisienne 
HENRY DEweEz, Director, Banque Belge pour l’Etranger 
FELIX DELABORDE, Managing Director, Banque Italo-Belge 


General Manager: M. JEAN VELAY 
As suggested by its name, the Banque Frangaise d’Accepta- 
tion is a highly specialized institution, devoted to all descriptions 
of acceptance business and dealing chiefly with commercial 
transactions between France and foreign countries or between 
any two foreign countries. 


Full particulars can be obtained by application to the 
Management, 16, rue Le Peletier, Paris [Xe. 
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never rises above the official rate. Acceptances and 
Treasury bills are also dealt with in the discount market. 

The second section of the money market, that of sight 
loans, is very narrow, this being due to the rediscounting 
facilities of the Bank of France. It also lacks elasticity, 
owing to the French legislation governing the security 
for such loans and the tax of 16 per cent. In practice, 
day-to-day loans are made either by simultaneous 
buying and selling of Treasury bills, by the use of these 
Treasury bills as security, or by exchanging drafts on 
the Bank of France. The third section of the market is 
represented by the loans on securities from settlement to 
settlement, and this establishes a connection between the 
money market and the stock exchange. 

In order to make use of the favourable trade balance 
of France, there are three alternative solutions. It is 
possible to import gold, or to make long-term investment 
abroad, or to leave balances abroad. Before the war, the 
second alternative was practised the most frequently, and 
with varying success. Since the stabilization of the franc, 
discriminatory taxation has diverted the trend of invest- 
ment from foreign to home securities, and as an indirect 
consequence of this, the Bank of France has increased its 
gold stocks to the point where thev take second place in 
the world, and first place when allowance is made for 
the relative needs of various countries. It would clearly 
be superfluous and even dangerous for the Bank’s gold 
stocks to be increased beyond measure, as they would 
either have to be sterilized or would provoke credit 
inflation. On the other hand, the investment of funds in 
short-term loans, which tend to provoke or accentuate 
speculative movements such as were experienced in New 
York last year, has a rather dubious advantage. 

The moment is opportune, therefore, to strike a new 
line by creating in Paris an important acceptance market. 
By this means foreigners would be encouraged to obtain 
franc credits and to sell francs in order to acquire foreign 
currencies. A demand for foreign currencies would thus 
be created, which would enable the Bank of France to 
unload its sterling and dollar holdings. 

Acceptance credits should be created only for strictly 
commercial purposes. The currency in which the credit 

(Continued on page 1096.) 
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Banque de l’Union Parisienne 


LIMITED COMPANY ESTABLISHED IN 1904. 
CAPITAL: 200 million francs. 
HEAD OFFICES: 7, rue Chauchat and 16, rue Le Peletier, Paris (IXe). 


a group including six of the oldest and most important houses of the Paris 

haute finance: the houses of Heine & Co., Hottinguer & Co., Mallet 
Fréres & Co., Mirabaud & Co., de Neuflize & Co., and Vernes & Co., together with 
the Société Générale de Belgique. The house Demachy & Co. joined the group 
in IQI9. 

The new institution took over the business of the Banque Parisienne which, 
since its foundation in 1873, carried on successfully the activities of a banque 
@’affaives and those of a commercial bank, and which had reached the end of the 
statutory term of its existence. 

Under the energetic management of its chairman, M. Lucien Villars, the Banque 
de l'Union Parisienne assumed from the very outset an importance which has 
continued to increase ever since, necessitating several increases of capital. On 
the eve of the war, it had established itself among the front rank of the banques 
d@’affaives, and had practically trebled its banking activities. 

After the conclusion of peace, it took advantage of the possibilities of industry 
and commerce after four years of general restriction of business activity. It took 
an interest in every field of the economic activity of the nation: metallurgy, oil, 
electricity, public works, colonial enterprises, etc. 

At the same time, it developed its banking activities, and established new 
relations with a number of institutions, both in France and abroad. In addition, 
it reorganized all its departments, applying all devices of modern progress. In 
order to allow for the possibility of future expansion, it secured the buildings 
adjoining its existing premises, thus forming an important and well-situated 
block in the very heart of Paris. 

In consequence of the increase of its activities, the Banque de 1’Union 
Parisienne has increased its capital on three occasions since 1918, and its present 
capital is 200 million francs, apart from the very substantial reserves shown by 
the balance sheet. 

M. Charles Sergent, honorary Inspector-General of Finance, late Financial 
Under-Secretary of State, late Deputy-Governor of the Bank of France, succeeded 
in 1920 M. Lucien Villars as Chairman. 


Tee Banque de l'Union Parisienne was constituted on January 16, 1904, by 


The Banque de 1l’Union Parisienne executes, for the account of its clientéle, 
every kind of banking and Bourse transaction, such as :— 


Current and Deposit Accounts; Letters of Credit; Foreign Exchange 
Operations; Bourse Orders; Subscriptions; Security Operations; Deposits of 
Securities; Loans on Securities; Collections of Coupons; Guarantee against the 
risk of reimbursement at par and of oversight of drawings of lottery bonds; 
Financial Information; Supervision of Security Holdings. 

It undertakes every kind of discount operation, collection of commercial 
paper, and all kinds of documentary operations. 

It possesses a service of Special Accounts by which its customers are provided 
with every facility for carrying on their current banking operations. 

It places at the disposal of its customers safes constructed with all modern 
devices, and, against a moderate lease, it gives the maximum convenience and 
security. 
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is opened is not determined by the nationality of those 
on whose account the commercial transaction is carried 
out, but by the relative price of credit in various centres 
at the moment when the commercial transaction is 
carried out. 

The London market is the classical acceptance 
market. It seems to have originated there in the 
course of the last century and its technique brought 
to perfection there. Until 1914, London enjoyed 
practically the monopoly of this kind of operation. There 
were various reasons for this. Before the war it 
was undoubtedly the centre in which the credit was the 
most easily convertible into gold. At the same time, 
London was also the commercial centre where the 
majority of raw materials was marketed. Lastly, London 
was the money market whose structure lent itself parti- 
cularly well to the practice of acceptance credits, by the 
combined action of the “merchant bankers ”—joined, 
since the war, also by the joint-stock banks—and 
discount houses. 

It is impossible to estimate exactly the amount of 
acceptances outstanding in the London market. Accord- 
ing to authentic calculations, the amount was some- 
where around £330 millions at the end of 1929, of which 
£165 millions were on account of the clearing banks, and 
the rest on account of acceptance houses, exchange banks 
and foreign banks. 

London has had to face, however, an increasing com- 
petition during the last few years from certain European 
markets, especially from Switzerland and Amsterdam. 
The amount of outstanding acceptances in Amsterdam 
increased from FI. 190 millions in 1925 to F1. 400 millions 
in 1929. The capacity of these markets is, however, 
limited by the restrictions imposed upon them by their 
central banks. 

In New York, however, the competition has become 
rather more intense. It was not until recently that the 
United States has taken a hand in acceptance business, 
for, in fact, the departure dates from the coming into force 
of the Federal Reserve Act. The first acceptance credit 
granted byamember bank of the Federal Reserve System 
{the National City Bank) dates from September 4, 1914. 
(Continued on page 108.) 





























See: the beginning of the year several articles have 


appeared in France, in which the delicate question of 
Bank Acceptances has been discussed. Of these there 
is one which is particularly interesting. 

We are referring here to a brochure entitled ‘‘ Le marché 
International des Acceptations et la France,”’ published by the 
private bank Raymond Buurmans & Cie. 

This brochure reduces the complex question of acceptances 
to a single point. In the first part the term ‘‘ Bank Accept- 
ances”’ is defined, its organization in the already existing 
important monetary market is studied, and it is shown how it 
originated in England, how it plays a very important rdle in 
London, and also how remarkable the development of accept- 
ances in America has been. But these retrospective considera- 
tions serve in the first place as a basis from which very profitable 
conclusions can be drawn, which French banking, industry and 
commerce would do well to take to heart. 

The second part studies the point which is the nerve centre 
of the subject: the present world situation. It traces the 
present financial difficulties to their source, and tries to find 
ways to overcome them. 

In order to meet the urgent necessity of providing Paris 
with banks which deal with acceptances, deposits, and loans on 
securities, the Banque Francaise d’Acceptation was founded as 
an “‘ organ of liaison, of co-ordination of all efforts, and as a 
clearing-house of credits.”’ 

“‘ At the same time as this bank attains its immediate aim, 
which is to increase from its very beginning the volume of our 
business, it also shows the way in which we are to progress; it 
is, indeed, the first of a whole series of measures, the urgent need 
for which is felt more and more everyday.” 

We can only conclude by agreeing with the closing remarks 
of the author of the above-mentioned book, when he states :— 
“ French Investments abroad in the form of credit acceptances, 
when reaching the importance to which they have a right to 
aspire, and while ensuring that foreign countries would be 
spared the regrettable repercussions, from which they would 
suffer if the Banque de France would bring into direct operation 
its monetary reserves, will have a two-fold advantage; that of 
giving France an opportunity of contributing to the economic 
reorganization of the world, and that of acting as a centre 
from which the exchange rates are regulated.” 

It is satisfactory to find that not only the large credit 
Institutions in France but also private banks are understanding 
more and more the fundamental interest which is inherent in 
the creation of an important acceptance centre in Paris. 
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Since the war, the remarkable stability of the dollar, the 
fluctuations of sterling and the considerable claims 
accumulated by the United States have contributed to the 
creation of a big acceptance market in New York. 
According to the estimates of the Federal Reserve Board, 
the total amount of acceptances amounted to $1,732 
millions at the end of 1929, against barely $1,000 millions 
at the end of 1927. Notwithstanding the progress indi- 
cated by these figures, it is necessary to point out that 
the New York acceptance market is not so well balanced 
as the London acceptance market; for in spite of the 
publicity in favour of acceptance as ideal short-term 
investments, the intervention of Federal Reserve banks 
is always necessary to absorb a great part of bills in 
circulation. So long as this inferiority remains in exis- 
tence, New York is unable to challenge seriously 
London’s supremacy. 

Before the war France played an insignificant part 
in the international acceptance market. In 1914, the 
turnover of Paris was only about 1,200 gold francs, or 
approximately £50 millions, of bank acceptances. The 
causes of this phenomenon, which was decidedly 
anomalous, considering the traditional abundance of 
funds and the customary low rate of interest in the French 
market, can be traced in the first place to the system of 
restricted bimetallism which existed before the war, and 
also to the absence of adequate technical organization. 
During the ten years that succeeded the Armistice, the 
vicissitudes of the france effectually precluded any new 
initiative. It was necessary, first of all, to support the 
franc, and to prevent any export of capital as far as 
possible, no matter what form it was to assume. 

Since the stabilization in 1928, however, the situation 
has changed completely, and, as a result, Paris has 
become one of the principal centres for international 
financial operations. This situation has made it possible 
to develop a big acceptance market, as from other points 
of view the Paris market possesses the conditions required 
for rising to the front rank in the international acceptance 
market. It must be emphasized that Paris is displaying 
this new activity in a spirit of collaboration and co-opera- 
tion, and not in that of rivalry with other centres. In fact, 

(Continued on page 201.) 





Banque de Algérie 


tiers Banque de |’Algérie is the bank of issue of Algiers and 
of Tunis. It was established on August 4, 1851, with the 
exclusive privilege of issuing notes in the Colony. 


Its initial capital of 3 million francs amounts at present, 
after a series of increases, to 25 million francs, divided into 
50,000 shares. 


The head offices are situated in Paris. The management 
of the bank is in the hands of a managing director who acts as 
president and a deputy-managing director, both appointed by 
decree, nine directors and three auditors, appointed for three 
years by the shareholders’ meeting, one-third of whom retire 
every year and are eligible for re-election. 


THE PRIVILEGE.—The privilege of issuing notes was granted 
in 1851 for twenty years. It was renewed last on December 29, 
1918, for a period concluding December 31, 1945. Until 1904, 
the bank exercised its privilege in Algiers only. A decree on 
May 7, 1904, extended its activity to Tunis. 


It issues notes of I,000, 500, 100, 20, and 5 francs. A Bill 
is at present being submitted to Parliament, fixing for the 
Banque de |’Algérie statutes similar to those of the Bank of 
France embodied in the Law of June 25, 1928. Meanwhile, 
the bank has to maintain, in virtue of Article 2 of the Law of 
July 5, 1900, its circulation within such proportion as to be able 
to meet its obligations at any time, with the aid of its cash 
reserve and of its bill holding. 


The maximum amount of its note circulation is fixed at 
2,400 million francs by the Law of August 1, 1928. 


Against its privilege, the bank pays to the State a share 
fixed in accordance with the amount of the note circulation 
and the discount rate. Moreover, the French and Tunisian 
Governments participate in the dividend paid to the shareholders 
if it is in excess of 150 francs, and receive an amount equal to 
half the surplus. 





BANQUE DE L’ALGERIE—cont. 


OPERATIONS AND ROLE OF THE BANK.—The operations of 
the Banque de 1’Algérie are limited by its statutes, similarly to 
those of the Bank of France, on the basis of the same rules. 
Nevertheless, the Banque de l’Algérie is entitled to discount 
bills bearing two signatures only, payable within 100 days. 


The Bank provides for the requirements of the circulation 
in Algiers and Tunis, and influences the distribution of credit by 
fixing the official discount rate. 


Moreover, with the aid of the current account it has opened 
with the French Treasury, and on the amount of which it pays 
interest, it maintains the parity of exchange between France 
on the one hand and Algiers and Tunis on the other, avoiding 
the movement of funds which would cause a dislocation of the 
exchange between these countries. 


Societe de Banque pour le Commerce & 
I’Industrie, Paris 
CAPITAL: Frs. 30,000,000 


Was founded in 1928 by the following Banks and Institutions which hold 
the entire share capital: 


AMSTELBANK, AMSTERDAM 

ANGLO CZECHOSLOVAK & PRAGUE CREDIT BANK, PRAGUE 

AUSTRIAN SOCIETY OF CREDIT FOR COMMERCE & INDUSTRY, 
VIENNA 

BOHEMIAN DISCOUNT BANK & SOCIETY OF CREDIT, PRAGUE 

HUNGARIAN DISCOUNT & EXCHANGE BANK, BUDAPEST 

HUNGARIAN GENERAL CREDIT BANK, BUDAPEST 

UNION EUROPEENNE INDUSTRIELLE & FINANCIERE, PARIS 

ZIVNOSTENSKA BANKA, PRAGUE 


The Bank was established mainly to promote and develop business 
between France and other European countries. Beyond this initial aim, 
it undertakes business in most branches of current and commercial bank- 
ing, and it has achieved very satisfactory progress along the lines of its 
programme. 


The Board comprises prominent representatives of leading French and 
other continental financial groups. 
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London, with its £350 millions and New York, with its 
$1,732 millions, do not seem to have anything to fear 
from the development of the Paris market, whose accept- 
ances did not exceed Frs. 3,500 millions, or £28 millions, 
in September 1929. 

The conditions necessary for the development of an 
acceptance market are: — 

(x) A stable currency, convertible into gold. 

(2) Banking organizations enjoying an international 
standing and capable of giving regularly large amounts 
of acceptance credits. 

(3) Ample funds available at low rates of interest for 
the discount market. 

(4) Reasonable operating charges (commission, 
stamp duty, etc.). 

It is easy to show that these conditions exist in the 
French market. 

(1) Stable currency, convertible into gold—The 
French nation having accepted the financial sacrifices 
imposed upon it by nearly four years of war on its terri- 
tory, amounting to 350 milliard francs between 1914 and 
1926, the French franc was reduced to one-fifth of its 
pre-war value by the Law of June 25, 1928, and was 
stabilized at 0655 grammes of gold of ‘goo fineness. It 
is convertible at sight into gold or into gold exchange. 
The new French currency system is based exclusively on 
gold. The Bank of France had at the end of 1929 a 
gold stock of over 414 milliard francs, and a foreign 
exchange reserve of over 26 milliards, making a total of 
over 674 milliards, representing a cover of practically 
roo per cent. of the note circulation, which amounted to 
67? milliards. On October 8, 1930, the gold stock of the 
Bank of France amounted to 49,100,819,073 francs ; the 
foreign exchange holding 25,560,377,882 francs ; and the 
note circulation 74,515,934,990 francs. The franc has 
thus become, from an international point of view, a gold 
currency par excellence. 

(2) Adequate banking organization—The total of 
capital and reserves of the big French banks at the end 
of 1929 amounted to over 7 milliards of francs. To these 
institutions should be added the private bankers and 
special banks, particularly the Banque Francaise 
d’Acceptation, established on December 30, 1929, with 
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the support of the Bank of France and a number of 
leading French banks. It ought to be borne in mind 
that institutions specializing in this kind of business in 
London and New York are able to give acceptances up 
to about 10 to 12 times their capital. It is evident, there- 
fore, that France is in a position to grant acceptance 
credits of a considerable amount. 

(3) Ample funds and low rates of interest—The 
capacity of a market to grant acceptance credits is 
dependent upon the absorbing capacity of its discount 
market. The Paris market offers considerable facilities 
in this respect. The amount of deposits in the leading 
banks amounted to over 65 milliards at the end of 19209. 
If we deduct from this figure 15 per cent. to allow for the 
need to keep a liquid reserve for immediate requirements, 
there is left 55 milliards, of which commerce and industry 
has at its disposal about 35 milliards in the form of 
domestic commercial bills discounted. There is conse- 
quently, a considerable margin, available, in part at 
least, for the discounting of bank acceptances, in addition 
to the substantial amounts of liquid resources of private 
banks, financial institutions, industrial and other 
enterprises, seeking temporary employment. 

It may be said that the Paris market is at present one 
of the international centres in which short-term credits 
are most easily obtainable, this being due to the 
abundance of funds and to a favourable balance of 
payments. 

Moreover, the discounts of the Bank of France are at 
present below their pre-war amount. Considering the 
interest it takes in the development of the French accept- 
ance market, there is no doubt that it would receive 
favourably any reasonable application for rediscount. 

(4) Reasonable charges—The uniformity and low 
level of the market rates of discount in Paris since the 
legal stabilization of the franc favours its acceptance 
market. They give a guarantee to those desirous of obtain- 
ing acceptance credits in Paris that they will be able to 
have bills discounted at low and stable rates. The com- 
mission charged by French banks on acceptance credits 
is, generally speaking, equal to the commission charged 
in other centres. As to the stamp duty, since the passing 


(Continued on page 204.) 
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Société Générale de 
Crédit Industriel et Commercial 


HE Société Générale de Cripit INDUSTRIEL ET COMMERCIAL was established 

in 1859, on the pattern of the English joint-stock banks, and is, apart from the 
_ .. Banque de France and the Crédit Foncier, the oldest French credit institution. 
The object of its founders was to obtain for France the benefits enjoyed by 
England from banking deposits and the use of cheques. 


Its example was followed rapidly by other credit institutions. Contrary to 
them, however, the Société Générale de CREDIT INDUSTRIEL ET COMMERCIAL did 
not create a system of branch offices all over France, but only in Paris and its 
immediate suburbs. 


In the provinces, it preferred to pursue the policy of assisting in the development 
of local banks with a capital and sphere of activity of their own, with a system of 
branches, as they are in a better position to adapt themselves to the local 
requirements. It created thus in 1865 the Société Lyonnaise de Depdts, de 
Comptes-Courants et de Crédit Industriel, and the Société Marseillaise de Crédit 
Industriel et Commercial et de Depédts; in 1868 the Société Bordelaise de Crédit 
Industriel et Commercial et de Depéts; in 1881 the Société Nanceienne de Crédit 
Industriel et de Depéts; in 1919 the Société Alsacienne de Crédit Industriel et 


Commercial. 


Apart from its own creations, the Société Générale de CrEpIT INDUSTRIEL 
ET COMMERCIAL has participated in the transformation or capital increase of 
a number of local banks, such as the Banque L. Dupont et Cie., the Banque 
Scalbert, the Crédit Nantais, the Crédit de l’Ouest, the Société Normande de 
Banque et de Depéts, the Crédit Havrais, the Banque Régionale de l’Ouest, and 
the Comptoir d’Escompte de Rouen. 


After having opened in i895, an agency in London, which is situated at present at 
96, Old Broad Street, E.C.z, the Société Générale de CREDIT INDUSTRIEL ET 
CoMMERCIAL created in 1903 in Brussels the Société Belge de Crédit Industriel et 
Commercial et de Depéts, with an agency in London. In 1929, the Société 
Générale de CrépiIT INDUSTRIEL ET COMMERCIAL participated jointly with its 
associate banks in the establishment in Paris of the Union des Banques Regionales 
pour le Crédit Industriel, which has for its object every kind of long and medium 
term credit operations. The shares of these various local banks are valued in the 
balance sheet of the bank at 85,940,386 f. 


The Société Générale de CrEDIT INDUSTRIEL ET COMMERCIAL took the 
initiative, in 1885, for the creation of the Syndicat des Banquiers des Departements, 
including 155 banks, represented in 836 localities, which act as its correspondents 
in localities where its associated local banks are not represented. 


The Société Générale de CREDIT INDUSTRIEL ET COMMERCIAL has taken a 
substantial part in the exploitation of the French Colonial Empire. At a time when 
colonial affairs had no particular interest for French business circles, it took an 
active part in the establishment of the Banque de l’Indo-Chine and took a 
substantial participation in the Société Frangaise des Charbonnages du Tonkin. 


The share capital of the Société Générale de CrépitT INDUSTRIEL ET 
CoMMERCIAL has remained since 1906 at 100,000,000 f. of which 43,750,000 f. is 
paid up. Its reserves represent 70,000,000 f. in the balance sheet, the aggregate 
of which is over one and a half milliard francs. It is obvious from what has been 
said above, however, that the balance sheet only gives a very vague idea of the 
activities of the Société Générale de CREDIT INDUSTRIEL ET COMMERCIAL which, in 
the sphere of activity it has reserved for itself, enjoys great authority and first-class 
credit. 
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of the Law of April 16, 1930, it only represents an annual 
charge of o'r per cent. on three months’ bills drawn 
abroad. This stamp duty compares very favourably 
with that of other centres, apart from New York, where 
bills are exempted of stamp duties. The tax levied on 
acceptance credits is in Paris 50 per cent. lower than in 
London, Ziirich, Osl6 and Stockholm, where it is 02 per 
annum, and 75 per cent. lower than in Berlin and 
Brussels, where it is 0'4 per cent. per annum. 

The French banks have to choose between two 
methods of acceptance credits: that of the merchant 
bankers of London, who grant credits directly to 
importers or exporters, and that of the American banks— 
whose example was followed by the British joint-stock 
banks—who grant their credits through the intermediary 
of local banks. It seems that, as a rule, the American 
method wili prove more desirable for the French banks 
to adopt, at least until they acquire a sufficient knowledge 
of the leading merchant firms of the world to be able to 
dispense with bank guarantees. 

The technical conditions necessary for the develop- 
ment of a market for bank acceptances seem to be, there- 
fore, present in the case of Paris. In conclusion, let us 
hope that this new sphere of activity will enable us to 
employ abroad under secure conditions the surplus of 
our balance of payments, the transfer of which to France 
in the shape of gold imports could not continue without 
damaging international monetary stability. 


BANQUE FRANGAISE & ITALIENNE 


Pour l’Amérique du Sud 





Capital Fr. 100,000,000—Reserve Fund Fr. 137,000,000. 
HEAD OFFICE: PARIS, 12 Rue Halévy (Opéra). 


31 Branches | Acceptances for 
and Agencies Overseas trade 
Uruguay 


Agents of the BANCA COMMERCIALE ITALIANA 























in Brazil, Argentina, 
Chile, Colombia and 
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Credit Foncier du Bresil et de l’Amerique du Sud 





HE CREDIT FONCIER DU BRESIL ET DE L’AMERIQUE DU Sup (formerly 

known as CREDIT FONCIER DU BRESIL) registered in Paris as a Joint 

Stock Bank, was founded in 1906. Its Head Office is in Paris, 3 & 5, 
Avenue de Friedland, with a principal Office in R10 DE JANEIRO, 44, Avenida 
Rio Branco and a Branch in Sao PAULO, 51, Rua Libero Badaro. 


The principal object of the Company is to carry out in the Republic of the 
United States of Brazil and in all other countries, either by itself or in 
conjunction with, or for account of third parties, all operations connected 
with mortgage loans and advances on mortgage guarantees. Another object 
of the Company is to carry out in Brazil and in all other countries, either by 
itself or in conjunction with, or for account of third parties, all loans to 
Governments, States, Provinces, Departments, Municipalities and other 
Administrative or Territorial Bodies; to Public Establishments, Banks, 
Agricultural Savings Banks and Corporations. 


Through its various offices the Bank carries out all operations concerning 
Bonds or Guaranteed Securities, either on Mortgages or guaranteed by duties, 
taxes, revenues, or subventions, and in general undertakes all land, industrial, 
commercial, banking and financial transactions. 


Owing to the rapid development of its business the original capital of 
5,000,000 francs was successively increased to 12,500,000 francs in I9gI0, 
50,000,000 francs in 1912, 100,000,000 francs in 1925, and 200,000,00¢ francs 


in 1927. 


The Chairman of the Board of Directors is the well-known banker and 
financier, Mr. Marcel Bouilloux-Lafont, a partner of the old French provincial 
Bank “‘ Bourttoux-LAFoNnT FRERES & JAY ” and also chairman of the following 
Banking Institutions and Companies : CAISSE COMMERCIALE ET INDUSTRIELLE 
DE Paris, CREDIT FONCIER D’AFRIQUE, CREDIT FONCIER DE MONACO, 
COMPAGNIE GENERALE AEROPOSTALE, SOCIETE GENERALE D’AVIATION, 
COMPANHIA BRASILEIRA DE PorTOS, COMPAGNIE DES CHEMINS DE FER DE 


L’Est BRESILIEN, etc. 


The Bank is to-day one of the first banking organizations not only in 
Brazil but also in France where its Paris Head Office is specially equipped to 
transact every kind of international banking and foreign exchange business. 


The Bank has Correspondents in all parts of the world. The following are 
its London Bankers: BarcLtAys BANK LIMITED, HAMBROS BANK LIMITED, 
SOcIETE GENERALE, SwisS BANK CORPORATION. 


On the 31st October 1930, the total resources of the CREDIT FONCIER DU 
BRESIL ET DE L’AMERIQUE DU SUD (capital, reserves, debentures and long 


term deposits) amounted to over 900,000,000 francs. 


Apart from its Brazilian and French activities, the CREDIT FoNncIER Du 
BRESIL ET DE L’AMERIQUE DU Sup is also largely interested in French West 
Africa and Morocco through the medium of its affiliation, the CREDIT FONCIER 
D’AFRIQUE (paid-up capital 12,500,000 francs) with Chief Offices in DAKAR 


and Paris. 
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CREDIT FONCIER DU BRESIL ET DE L'AMERIQUE DU SUD—cont. 


The growth of its operations is illustrated by the following table : 


. . Dividends 
Financial Gross Nett Per share. Per Founder’s 
Receipts. Profits. Share. 


Frs. Frs. Frs. Frs. 
2,857,499. . 374,401 .. 7-50 
3,054,579-21 as 478,416 Bs 15.00 
4,806,407.79 os 1,692,166 o« 17.50 
7,156,154.92 bss 2,299,073 ae 17.50 
7,503,068 .63 a 2,463,298 re — 
8,352,155.28 7 3,229,642 Re — 
7:704,925-48 .. 2,525,749 ~ 
7,544,817.75 os 2,591,617 ws 2.50 
7,025,800. 23 we 2,097,724 * 32.50 
10,137,835.46 “i 4,896,465 a 50.00 
14,132,224.76  ... 8,819,000 .. 60.00 
12,127,635.91 aa 6,964,254 a 40.00 16. 
11,740,807.82 oe 6,321,904... 40.00... 16. 
15,076,793.60 ea 8,753,719 ‘a 45.00 25. 
17,287,318.97 an 10,910,340 ate 45-00 a 25. 
20,689,958 .08 “s 13,641,291 Pi 52.50 ae 69. 
22,412,896. 51 “a 15,846,627 a §7.§0 .. gl. 
25,885 477.68 aa 17,302,181 a 57-50 .. 140. 
45,182,616.83 a 32,320,686 ae 50.00* .. 133. 
63,162,709. 43 -+ 34,021,505 os 54-40 = 162. 


* Capital increased from 100,000,c00 Frs. to 200,000,000 Frs. 


The Balance Sheet on the 31st of December 1929 is as follows :— 





—_—_ _ | LIABILITIES. 
Premiums on Debentures to Capital -_ x. 0 
be redeemed es «+ 35,494,349. ‘ OP ia ai ci. et 
Securities and financial par- | Debentures 1st and 2nd 
ticipations oe «+ 49,470,259. — ++ 35,599,500. 
Cash and at Banks -- 174,649,411.8 
Bills receivable .. oe 76,474,253- 
Provision for coupons and 


%» 6% «- ++ 75,000,000. 
‘i Ba% «0 .+ 209,407,000. 
Bonds 7% .. as ++ 25,000,000. 
dividends a .. 11,283,469. Statutory Reserve Fund!.. 8,955,539. 
Secured advances in current | Special Reserve Funds? .. 42,000,000. 
accounts .. ee «+ 530,900,746. Coupons and Dividends 
Sundry Accounts and In- payable -+ 11,283,469. 
terest paid es -- 69,034,504. Sundry Accounts .. ++ 106,731,155. 
Acceptances as percontra 77,062,458. Fixed Deposits in Brazil 
Land, Buildings and Furni- and South America... 213,547,525- 
ture ee ° -. 8,606,096. Acceptances oe ++ 77,062,458. 
Payment on account of Profit and Loss Account .. 35,898,900. 
Dividends ‘a ok 7,600,000. 





Frs. I 3040,485,548 = 43 


Frs. 1,040,485,548. 43 








1 On the rst Jaauary. 1930, this reserve fund was increased to its maximum legal limit, i.¢., to 20,000,000 francs, 
partly out of the profits (7,044,400.68 francs) partly by transfer from the Special Reserve Funds (4,000,000 francs). 


2 On the 1st January, 1930, the Special Reserve Funds have been increased to 50,000,000 francs. 
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International Credit Problems 
and the French Market 


By Jacques Rueff 


(Inspector of Finances, Financial Attaché to the French Embassy, London) 


HE key to the problem of the Paris market lies in 
the economic system of France. On the one hand 
there is the steady increase in French savings, 

making fresh capital continually available for productive 
investment. On the other hand, the limited scope for 
the employment of this new capital at home necessitates 
its investment abroad in such a way as to secure for the 
investor substantial capital appreciation, and for the 
nation the advantages it is entitled to expect from its 
foreign investments. This is the nature of the problem 
which in pre-war days influenced French financial policy. 

To-day the problem is of greater magnitude than it 
was before the war, for in addition to the normal increase 
in national savings, there is the question of the large 
foreign balances that have come into the hands of the 
Banque de France and the French Treasury as the result 
of the repatriation of French capital that went abroad 
at the time of the depreciation of the franc, and which 
returned after its stabilization in 1926. The internal 
aspects of this problem will be disregarded in this 
analysis, which is confined to its international aspect. 

wo different lines have to be followed, namely, that 
of short-term and that of long-term loans. 

(1) Short-term loans.—At present the French funds 
invested in sterling or dollars are necessarily either 
deposited in London or New York banks which pay 
interest on them and re-invest them in the market at a 
higher rate, or are invested directly in bills and other 
short-term securities. These funds amount to a con- 
siderable sum, for the Bank of France holds about 
26 milliards of francs, the Treasury about 10 milliards, 
and private institutions a further and considerable 
amount. 

It must be realized that the investment of funds 
abroad in short-term credits is the least advantageous 
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way of employing them. In the first place, the yield 
obtainable is much less than that on long-term invest- 
ments, but apart from this, capital thus invested does not 
confer any rights upon its owners, similar to those of a 
shareholder in an enterprise. It is thus of no nationality, 
and migrates from country to country. In the majority of 
cases, moreover, the funds are not lent directly to the 
market. They are deposited with banks which, in turn, 
place them in the market. These banks are almost always 
foreign banks, as the extent to which French banks can 
employ funds abroad is rather limited. Thus, these 
investments in reality supply foreign banks with funds 
which—naturally enough—they use to their advantage 
and not to that of France. It is thus essential to reduce 
the amount of short-term investments abroad, and to 
divert them as soon as possible into long-term 
investments. 

The next questions are what are the causes which 
induce private interests, the Treasury and the Bank of 
France to maintain large amounts of balances abroad, 
and what are the remedies for a situation, the incon- 
veniences of which are obvious ? 

(a) Private Balances.—Private interests find incon- 
testable advantages in maintaining liquid funds in the 
London market, which, with its large turnover, has 
attained a technical perfection that enables funds to be 
invested or withdrawn at will. In order to reverse the 
situation, it is necessary to provide equally ready 
facilities in the Paris market. Hence the necessity for 
Paris to improve its technical methods. 

(6) Treasury Balances.—The reason why the French 
Treasury is at present in possession of large amounts of 
foreign exchange, is because in 1926, prior to the 
stabilization of the franc, it had to accept foreign 
currencies against which it had to pay out francs. 
These purchases of foreign exchanges were at the time 
a wise policy on the part of the Treasury, but now that 
our external debts are funded, and the menace of the 
maturity of such debts has disappeared, it would be to 
the interest of the Treasury to use its foreign balances 
to reimburse long-term loans whose interest service is 
heavier than the amount earned by its short-term 
balances, 








Banque de I’Afrique Occidentale 


Head Office: Paris CAPITAL, 
35,000,000 Francs. 






38 rue la Bruyére. 






HE BANQUE DE L’AFRIQUE OCCIDENTALE originated in the BANQUE 
DU SENEGAL which was part of the group of establishments created 
in 1854 under the name of BANQUE COLONIALE. 


By decree of June 29th, 1901, the BANQUE DU SENEGAL was trans- 
formed into the BANQUE DE L’AFRIQUE OCCIDENTALE with a capital 
of 1,500,000 francs The total volume of the business done and the 
importance of the Bank grew so rapidly that the Capital was in 1903 
increased to 6,000,000 francs. 


In conformity with an agreement arrived at with the Minister for 
the Colonies dated February 24th, 1927, and sanctioned by a law of 
January 29th, 1929, the BANQUE DE L’AFRIQUE OCCIDENTALE was 
constituted afresh with the exclusive privilege, over a period of 20 years, 
of issuing bank-notes, which are received as legal money in public treasuries 
and by private associations in the French Colonies of West Africa, in 
Equatorial Africa, and in the Mandated Territories of Togo and the 
Cameroons, with a view to operations in Loans and Discounts and all 
other banking operations. 


The capital was increased in 1929 to 35,000,000 francs. 























CIRCULATION OF BANK NOTES. 


In the course of its operations the BANQUE DE L’ AFRIQUE OCCIDENTALE 
has reached the following figures :— 







Maximum. Minimum. 













Francs. Francs. 
1924-1925 533,765,520 310,306,595 
1925-1926 736,094,515 345,185,590 
1926-1927 708,309,010 512,998,480 
1927-1928 827,930,290 474,259,555 
1928-1929 813,701,355 547,394,265 
1929-1930 817,431,320 565,034,110 










The BANQUE DE L heats Onuamamean has Branches at DAKAR, 
LomE, DovALA, BRAZZAVILLE, and agencies at SAINT-Louis, RIFISQUE, 
BAMAKO, KAOLAc, CoNAKRY, GRAND-BASSAM, COTONOU, Porto-Novo, 
PorT-GENTIL, and at LIBREVILLE. 


The BANQUE DE L’AFRIQUE OCCIDENTALE has contributed in a large 
degree to the development of the territories which it serves. It holds 
the funds of the Colonial Treasury. It has always taken a share in the 
Loans issued by the CoLoniEs pu GrouPE in collaboration with the 
principal credit establishments in Paris. 
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To avoid disturbing foreign markets, the Treasury has 
sought systematically to employ its balances for the 
reimbursement of debts owed in the same centres. Thus, 
it has redeemed the 5 per cent. Kreuger Loan of 1928 of 
$75,000,000. The last Finance Act authorized the 
Treasury to pursue a policy of gradual repatriation of a 
kind calculated not to cause any disturbance to foreign 
markets. Article 120 of the Law of April 16, 1930, 
authorizes the Treasury to place at the disposal of various 
corporations the foreign exchange required for the 
redemption of loans issued abroad in advance of their 
maturity. By such means the Treasury’s foreign 
balances should gradually be absorbed. 

(c) Balances of the Bank of France.—The Bank of 
France did not, any more than the Treasury, accumu- 
late of its own initiative its large holding of foreign 
exchange, which at present amount to over £200 millions. 
It is the confidence with which it inspired the world and 
its desire to stabilize the franc that resulted in this situa- 
tion. The Bank of France is at present refraining from 
repatriating these funds, so as not to cause inconvenience 
to foreign banks of issue. They constitute a first line of 
defence of the gold reserve of the Banque de France, 
which only include in its reserve its gold holdings, and 
not its foreign balances. 

This line of defence will not always be needed for the 
security of our currency, for it is now necessary to take 
into consideration a new factor in international monetary 
relations, namely the Bank for International Settlements. 
It is conceivable that in time the Bank for International 
Settlements will enable central banks to reduce their 
reserve requirements. The Bank is authorized by its 
statutes to open for central banks, accounts in foreign 
currencies upon which those banks can draw without 
having to make purchases in the foreign exchange 
markets. Ifthe Bank of France finds it possible to carry 
out its transfers through the Bank for International 
Settlements, the importance of keeping a foreign 
exchange reserve of its own will be diminished. 

(2) Long-Term Loans.—It appears from the above 
that the holding of foreign balances on French account, 
whether they belong to private interests, the Treasury or 
the Bank of France, will become less and less necessary. 
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Banque Ottomane 


CONSTITUTION. 


HE Banque Ottomane was founded in 1863, as a Company according to 
Turkish Law, by the great Paris and London Banks, in order to exercise the 
privileges of an official bank in the Ottoman Empire. 


CAPITAL. 


The capital which at first amounted to {2,700,000 was in 1874 raised to the 
present amount of £10,000,000, half of which is paid up. 


The statutory reserve is at the full amount provided by the Constitution, 1.e, 
£1,250,000, 


ADMINISTRATION. 


The administration is in the hands of a General Committee consisting of twenty 
members sitting in Paris and London. The following are at present on this 
Committee. 


In Paris: Messrs. R. Mallet (Chairman), R. Bechmann, J. Boissonnas, 
C. de Cerjat, H. Finaly, A. Henry, Baron Hottinguer, J. de Neuflize, 
Count F. Pillet-Will, F. Vernes. 


In London : General The Hon. Sir Herbert A. Lawrence, Mr. E. W. H. Barry, 
The Earl of Bessborough, Mr. A. C. Gladstone, Viscount Goschen, 
Sir Guy Granet, Sir John P. Hewett, Lord Hillingdon, Mr. A. G. A, 
Jamieson, Sir Albert Stern. 


It will be noticed that on the Committee are three Directors of the Bank of 
France and one Director of the Bank of England. 


The General Committee appoints at Stamboul an Administrative Council of 
seven members, who deal particularly with the operations of the Bank in Turkey. 


OPERATIONS. 


The Banque Ottomane has always in the course of its long existence diversified 
the nature of its activities and extended its field geographically. It has increased 
its original operations as an issuing bank and financial agent of the Ottoman 
Government and has become in Turkey, where it has 43 branches, the most 
important Deposit Bank, giving the country the advantage with the assistance of 
Western capital of the establishment of its economic system. As the result of the 
various partitions of the Ottoman Empire, it has established branches in the 
detached and neighbouring countries; these are either direct branches (7 in 
Egypt, 6 in Cyprus, 4 in Palestine, 1 in Trans-Jordania, 4 in Irak, 3 in Persia, 
2 in Greek Macedonia) or affiliated banks (in the countries of the Levant under 
French Mandate, the Banque de Syrie et du Grand Liban, an issuing bank; in 
Yugo-Slavia, the Banque Franco-Serbe, recently reorganized under its super- 
vision; in Roumania, the Bank of Roumania; in Greece, the British-French 
Discount Bank, established at Athens and the Pireus). The chain of establish- 
ments with which it thus covers the whole of the Near East is completed, in the 
Western Area of the Mediterranean, by branches at Marseilles, Tunis, and Nice. 

Finally, the Head Offices in Paris and London, administering large Capital 
sums, share in all the large International Credit operations dealt with in these two 
centres (public loans and acceptance credits). 


To sum up, the Banque Ottomane has become, especially since the War, an 
international bank, and its clientéle and resources place it in the highest rank. 





Year (to 
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BANQUE OTTOMANE—con#. 


COMPARATIVE FIGURES 1913 TO 1929. 


Notes in 
circulation. 


Deposits 
and Current 
Accounts, 


Acceptances. 


Cash in 
hand and at 
bankers. 


Bills 
Receivable. 


3Ist). Be. 


a Bee £ ar: £ ht mz, 
1913 1,069,240 14,674,219 | 4,327,605 4,223,213 
1918 2,485,179 16,530,336 | 8,671,951 496,829 
1926 641,419 15,250,839 2,771,072 4,518,170 
1927 588,200 13,534,076 2,335,077 4,080,275 
1928 503,150 15,692,398 3,066,071 3,956,059 
1929 447,038 14,440,744 | 2,525,399 4,936,776 








£ 








1,794,779 
2,153,272 


| Distribution to 
Profit and shareholders. 
Loss. <7 eee 


Advances 
and Current 
Accounts. 


Year (to 
December 
3Ist). 


Investments. 


Per share. 





350,000 
125,000 
125,000 
125,000 
125,000 


£ 
2,881,979 
6,746,502 
3,480,774 
2,915,195 
3,207,412 
1,406,711 


£ 
8,662,149 
8,727,664 
10,803,029 
11,042,501 
11,074,728 
10,691,996 


1913 
1918 
1926 
1927 
1928 
1929 


£ 
384,466 


252,653 
2742244 
263,248 
252,318 








Société Speciale Financiere 
SoclETE ANONYME WITH A CAPITAL OF SIXTY MILLION FRANCS. 


62, rue des Mathurins, Paris. 


HE Société SpEcIALE FINANCIERE was founded on the 3rd of January 

1928, with a capital of 20 million francs. By the decision of the General 

Meeting of Shareholders held on December 15th, 1928, this capital 

was increased to 60 million francs, consisting of 240,000 shares of 250 francs 
each. 


The SocrETE SpécIALE FINANCIERE includes in its aims every kind of 
financial or banking activity. 


In June, 1928, the Ministry of Finance authorized our Company to place 
on the market the loans guaranteed by the annuities which the State gives 
to persons who suffered material damage through the War. Thus, the 
SOCIETE SPECIALE FINANCIERE participated in the placing of these loans, the 
total amount of which has at present reached the sum of 850 million francs. 


The SociETE SpECIALE FINANCIERE has decided to participate in private 
undertakings after thorough inquiries and also to provide out of its own funds 
increases of capital. These kinds of transactions make it at times necessary 
for the Société to place on the market industrial shares of the highest standard 
and to obtain their quotation on the Stock Exchange. 
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As it is both impracticable and undesirable to repatriate 
these balances, it is necessary to find for them profitable 
and useful employment abroad by means of their invest- 
ment in foreign securities. This means the creation of a 
demand for foreign currencies against francs, by inducing 
the owners of francs to buy foreign securities. 

The problem which arises is to ensure that such 
securities should be of a type most profitable for the 
investor and most beneficial for the country. This is 
of both national and international importance. It is 
arguable that the international movement of gold and 
funds would not produce any unfavourable conse- 
- quences, if the country that receives them employs them 
exactly in the same way as the country that loses them, 
but that it may lead to disaster if the new owner hoards 
its resources, instead of placing them at the disposal of 
those who require them. 

What are the means to bring about a resumption of 
the pre-war réle of France as a lending country? In the 
first place, there is the elimination of fiscal obstacles. The 
authorities have already taken steps in that direction (the 
Law of April 26, 1930). It is necessary to eliminate all 
double taxation both internally (so as to permit of the 
creation of investment trusts, etc.) and internationally. 
It is also necessary to establish complete equality of taxa- 
tion on foreign securities. The Law of July 31, 1929, 
making the system of subscription for foreign securities 
optional, eliminated the obstacle to the introduction of 
securities of an international character. 

There is yet another problem to solve—which is within 
the sphere of the Bank for International Settlements— 
and that is to adopt a monetary unit for such securities 
which leaves no possibility for divergency as to inter- 
pretation, and which will eliminate the possibility of any 
controversy in future, such as was witnessed in the past. 

In regard to all this, France has embarked upon the 
way of reform. It will be sufficient to allow the present 
tendency to develop in order to restore Paris to the 
position which she occupied before the war, namely 
that of being one of the essential elements to the pros- 
perity of the country and one of the biggest centres of 
international finance. 


R* 
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The Société Générale of Paris 
By Professor C. H. Reilly 


OOKING over a book the other day produced by 
L the Société Générale—I suppose in_ several 
languages, for this was an English edition—to 
show the extent of their operations, I was very struck 
with one of the illustrations. It is reproduced here and 
shows the interior of a circular hall with eight floors 
showing between the piers and a central structure in 
which are a staircase and connecting corridor. I thought 
this interior was so fine and impressive a piece of modern 
bank architecture that I got the Editor of THE BANKER 
to write for photographs and plans of the Société’s head- 
quarters building. These have now arrived and are of 
the large, well-known island block near the Opera House, 
bounded by the Boulevard Haussmann, the Rue Gliich 
and the Rue Halévy. The buildings shown are a good 
example of mid-nineteenth century French architecture, 
but are as far removed as possible from the exciting 
modern hall illustrated in the brochure. It appears that 
this is the interior of another building owned by the bank 
—an armoured tower situated in the Avenue Kléber and 
the Avenue Malakoff, in the neighbourhood of the 
Trocadero, and used as a vast safe deposit for the bank’s 
customers. Wherever this interior is, however, it will 
be admitted that it is a very impressive thing and an 
excellent illustration of the power to be obtained out of 
undecorated modern ferro-concrete construction. I 
hoped when I saw it first that it meant that this great 
French bank had built as its headquarters an entirely 
frank modern building. Apparently that is not so. For 
ordinary banking business, the Société Générale, like our 
own banks, still adorns itself in fancy dress. Only here 
in the heart of a great hive of strong rooms does it allow 
itself the pleasure of complete and natural frankness. 

It should be realized from this illustration that this 
frankness of exposure does not necessarily mean, as so 
many think, ugly shapes. The very fact that the hall is 
circular, that the piers are connected with elliptical curves 
and that the roof rises as a curved vault, shows that 
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it is possible to combine the utmost simplicity of modern 
construction with a conscious selection of graceful forms. 
There is no need for these frank modern buildings always 
to have the crude cubist shapes the Germans delight in 
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INTERIOR OF THE ARMOURED TOWER IN THE SOCIETE GENERALE 
BUILDING, AVENUE KLEBER AND AVENUE MALAKOFF 
giving them. Such would never in the long run appeal 
either to the French or to ourselves. As the new archi- 
tectural expression develops, as it is bound to do, out of 
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the economical use of ferro-concrete or other new 
materials, it will probably be the mission of French archi- 
tects to show how these materials, more plastic than any 
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STRONG “ROOM DOOR AT THE HEAD OFFICE OF THE SOCIETE 
GENERALE, 29 BOULEVARD HAUSSMANN 


of the old, can be gracefully used. Elegance has always 
been the note of French architecture at every age. 
To-day, with “ functionalism ” in architecture (as the new 
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mechanical efficiency before everything else is beginning 
to be called) bringing forth strange building shapes in 
great numbers in every European country, save perhaps 
England and Spain, France’s civilizing mission in archi- 
tecture is more needed than ever before. This hall of 
the safe deposit of the Société Générale shows she is 
already undertaking the work. I have not been able 
to find out the name of the architect. One would like 
to offer to him as well as to the great bank very sincere 
congratulations. 


coy: eee 
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THE GREAT CENTRAL HALL, SOCIETE GENERALE HEAD OFFICE 


have produced a very impressive piece of work, monu- 
mental in feeling and scale, elegant in its lines and yet 
entirely of our own time. The drawing of a strong room 
door in the central office, also reproduced, shows some- 
thing of the same quality, though in it the nightmare 
element, so often present in these semi-engineering, semi- 
architectural structures, is more apparent. 

Let us now turn from this to the bank itself and note 
how great is the contrast between the new and the not 
very old. Here is a photograph of the great central hall, 
with its circular counter, which is so prominent a feature 
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on the plan, also reproduced. It will be seen from the 
latter how much space the bank has given up to the 
public and to circulation. The great glass-roofed hall, 


A DRAWING OF THE GREAT CENTRAL HALL, SOCIETE GENERALE 
HEAD OFFICE 

which fills up the centre of the whole triangular plot of 

land, is, no doubt, very cleverly constructed. It must 

have been very difficult to fly this great glass dome, these 
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glass arches and pendentives, from piers which are not 
placed symmetrically. It will be noticed all four sides 
of this hall are of different lengths, and, though the 
circular counter seems to lie very comfortably and evenly 
enough between them on the plan, the adjustment of the 
curved glass dome and its supporting arches to this 
irregular shape must have been no easy task. But when 
this was accomplished and a fine light, airy interior 
obtained, it seems to our taste to-day that a great deal of 
the impressiveness gained was frittered away by over- 
elaboration and unnecessary detail. One has only to 
compare the photograph of the hall with the drawing 





GROUND-FLOOR PLAN OF THE SOCIETE GENERALE HEAD OFFICE 


of it, which the bank publishes in its brochure, to see that 
the draughtsman, and probably the bank directors them- 
selves, are conscious of this to-day, for the drawing shows 
a very simplified version of the real thing. Indeed, it 
distinctly suggests an approach to the modernism of the 
central hall of the safe deposit. One does not complain 
of the impressionistic idealism of the drawing the bank 
has put forward. One is rather glad that these French 
bank directors feel like this. It shows, I think, as their 
safe deposit certainly implies, that they are more open 
to the new ideas in architectural expression, which are 
rapidly becoming the commonplace of the rest of the 
world, than some of our own directors. 

The exterior, with its long, simple, but very satis- 
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factory lines, with its repeating pilasters and standardized 
ornaments all redolent of the middle of last century, when 
the Palladian tradition still held sway both in France 
and England for this type of building, raises the interest- 
ing question whether any modern, purely functional 
treatment of street facades, in which the lines of the 
interior construction are allowed solely to determine the 
exterior expression, could produce so suave and dignified 
a result. I doubt it very much. The very artificiality 
of these facades helps to give them their urbane, civilized 
appearance. They are facades determined by the 
requirements of the street as a whole rather than by the 
requirements of the individual building. They balance 
other facades of other buildings opposite to them. They 
make a quiet, restful background to the excitements of 
the Opera House. Modern functional architecture has 
got to develop a good deal further, and, indeed, to estab- 
lish a definite idiom, before it can successfully express 
the street as well as the individual building. At present it 
receives its inspiration, as its name “ functional ” implies, 
from its direct interpretation of the functions of the 
building. Now astreet is made up of a series of buildings, 
each with separate function or purpose. One building 
may be a bank, the next a theatre, the next a large store. 
The purely functional expressions of these on the 
exterior would all be very different. However strong and 
virile each might be individually, the street as a street, 
that is as a unified or partially unified composition of 
separate buildings, would be bound to suffer. In London 
this might not now seem to matter very much, for we 
seem to have lost altogether the art of communal archi- 
tecture. In the Paris of Haussmann and Perrier and 
Fontaine it would matter a great deal. Much, therefore. 
as I want to see modern architecture asserting itself, I 
contess I do not think it has yet advanced sufficiently to 
replace the old idiom and language for a length of first- 
class street. For individual buildings of all kinds, even 
for churches and banks, it can give life and interest that 
the old styles cannot offer to-day, but until its character 
becomes more standardized, until, that is to say, it has 
itself crystallized into a definite style, the highest expres- 
sion of communal life which a noble street can give must 
be based on something with a longer ancestry and a more 
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generally accepted set of ideas. It is because the exterior 
of the Société Générale’s building is so based that it is 
so satisfactory as a piece of street scenery. That it might 
just as well be the exterior of an hotel or of a great store 
is another matter. For the Paris of the Second Empire 


EXTERIOR VIEW OF THE SOCIETE GENERALE HEAD OFFICE 


the expression of the street as a whole was more 
important than that of any individual building within it. 
That was a state of grace which few towns ever reached 
and froin which Paris herself has since declined. 
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Recent Developments in Safes 
and Strong Kooms 
By James Hembrow, A.R.I.B.A. 


HE manufacture of safes and strong room doors 
and strong rooms has not undergone any radical 
change or construction during the past few years, 
but one or two developments have been made of a 
character which calls for notice. Thus it is intensely 
gratifying to see the steady increase in favour of the 
combination lock that has recently taken place, especially 
as for years now the writer has, in articles to the Press 
and advice to clients, pointed out its superior safety as 
against key locks. At a recent visit to Messrs. Chubbs 
the writer found that so much have these locks come 
into favour with those whose business it is to know that 
very few key locks at all were to be found among the 
large number of doors exhibited there. In fact, it is not 
too much to say that every new door and important safe 
seems to have been ordered with combination locks— 
mostly four to a door. Messrs. Chubbs favour cypher 
locks rather than letter locks, as they give a ratio of from 
I: 10,000,000 as against one of about 1: 400,000 or 
1 : 500,000 for letter locks. As a matter of fact, the writer 
has never felt easy with key locks, however good the 
lock might be. Two or more key holes through the 
vitals of a door render the door vulnerable, and the key 
itself is also a potential danger, as has been proved in 
America and elsewhere, where key locks went out of 
favour before we began to realize in this country the 
value of the combination lock. 

“Time locks” are being used much more now than 
at the time of the writer’s last article in THE BANKER.* 
They are generally used as a protection to the general 
system of locking, so that a door may only be opened 
even by its owner between certain times, i.e. during the 
working hours. This means that even if extreme 
methods of pressure were brought to bear on the owner 
of the key or combination, the thieves would still be 


* December 1926, 
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impotent, except in riot or revolution. This is a great 
advance on the part of those responsible for security 
work, and the precaution of fitting a time lock on doors 
above a certain importance is more than justified 
because there are grounds for fearing that sooner or later, 
and probably sooner, strong rooms and safes in this 
country will be attacked in ways we have never seen 
hitherto. Incidentally, that is probably why automatic 
opening is not viewed with favour. 

The reason for these fears is simple. For many years 
now the safe-maker has beaten the safe-breaker. That 
is to say that, where bankers and others have taken 
advantage of the advance in security and have protected 
themselves against each known method of attack as it 
developed, the cracksman has come to realize that it was 
quite hopeless for him to attack. Consequently he has 
for the moment taken to other and shorter methods of 
getting what he wanted. Examples of this are to be 
found in raids on one-man banks, post offices, etc., and 
hold-ups generally; in “smash-and-grab” raids on 
jewellers’ shops; and in other similar methods of 
robberies, all of which have at present taken the place 
of former epidemics of safe-breaking. The police, how- 
ever, are now gradually getting into a position to make 
these raids both hopeless and dangerous, and so it is 
not unlikely that the thieves with brains—i.e. those of 
whom we need be wary—will utilize whatever modern 
tools they can obtain and begin a careful attack upon 
safes and strong rooms. This is already taking place 
upon the Continent. 

The thief, for instance, will take means of ascer- 
taining the conditions of security in various important 
institutions ; he will find that at certain buildings the 
strong room is old and of brick protection with a mild 
steel door and two key locks, and that the safe inside 
it is one of the type which can be opened in ten minutes 
with a decent screwdriver. He will list them for 
“future reference,” and if the key lock is used he will 
obtain both keys together by strategy and unscrew the 
back of the safe and go away in safety with anything 
from twenty thousand pounds upwards. Once this 
starts and once other clever crooks realize how vulnerable 
some pseudo-strong rooms and “ safes” can be, it is 
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quite within the bounds of possibility that there will 
be an epidemic of such burglaries. Then those authorities 
who have insisted in vain upon the serious nature of the 
coming danger will see with sorrow their words justified. 
The safe-makers will be brought into their own, and an 
accumulation of work that ought to have been done 
during the last ten years and more will be ordered to be 
completed in less than ten weeks. Such a task will be 
patently impossible, and the burglars will know and take 
advantage of that fact. 

Incidentally, this brings us to another recent develop- 
ment, namely the night safe, which arose from the fear 
of private burglary and the inconvenience and expense 
(which to a sane person would seem considerable) of 
buying a good private safe. At the time of THE BANKER’S 
last article this development was only in its infancy. 
Messrs. Chatwoods had brought from America their own 
idea for a night safe, a number of these had been fitted, 
and makers in general were all working on new ideas 
for night safes. Since then there has been a sort of 
“rash” of night safes breaking out all over the country. 
One bank has already fitted something like five hundred 
and has more to come, and others are fitting them in 
almost equally large numbers. The development is 
viewed with mixed feelings by bankers themselves, the 
general opinion being that they are an expensive means 
of obliging customers and that very few night safes pay 
for themselves. The trouble is that if one bank in a town 
fits a night safe, then the other banks have to follow suit, 
which is an excellent thing for the makers, but not so 
good from the banks’ point of view. Probably the most 
interesting advance in the construction of the night safe 
is that whereas the safes at first were fixed surrounded 
by reinforced concrete at great expense and incon- 
venience during the operation of fixing, while still further 
expense was incurred in removing them if ever required 
by extension, the latest and most popular are fixed with- 
out concrete protection, and in such a manner that they 
are fitted more quickly and cleanly and removed with 
comparative ease. 

One interesting new strong-room door is a novelty 
which has been devised by Messrs. Chubbs. All bank 
architects have been at times faced with the problem of 





Edward Tann , Founder 1795 


John Tann Safes and Strongrooms are 
built upon a foundation of 135 years’ 
experience by the finest craftsmen in 
the industry, to designs embodying the 
most scientific principles of resistance. 


JOHN TANN 


LIMITED 
117, Newgate Street, LONDON, E.C.1 





228 THE BANKER 


getting a door in a position where normally it is impos- 
sible to open it fully. This usually results in the nett door 
opening being small, because of the thickness of lock case 
and door, which prevents the door from being pushed 
right back to get the full opening. The photograph repro- 
duced here shows a solution of this. It illustrates a 
volling door, which can be made in any degree of 
strength from fire-resisting up to the 36-inch giant which 
will resist any modern weapon. Architects will welcome 
this. 


NEW ROLLING DOOR DESIGNED BY MESSRS. CHUBB. 


There has always been a desire to make a room with 
a door which is part of the wall, i.e. of the same construc- 
tion and strength as the wall and, if possible, not easily 
located. Several ingenious ideas have appeared in the 
last two years, but nothing practicable has materialized 
up to this moment. The only known British “all 
concrete ’’ door at the moment is still that of the Fortis 
Reinforced Concrete Safe Company. 

Referring for a moment to the prophetic side and 
particularly to the remarks made earlier as to future 
attack, the writer is enabled by the courtesy of Captain 





DISTINCTIVE as well as DURABLE 


Leyland Rubber Tiling is available in endless 
colours and designs, so that it is a simple matter 
to create any desired effect in the finished floor. 
In addition, Leyland Rubber Tiling withstands 
the heavy wear of office use for a generation or 
more without loss of its original beauty or fresh, 
dignified appearance. Waterproof, fire-resisting 
and easy to clean, Leyland Rubber Tiling is the 
ideal office floor. 


Write for Catalogue No. 39, which gives full 
particulars and prices. 


THE LEYLAND & BIRMINGHAM RUBBER CO. LTD. 


Grand Buildings, Trafalgar Square, London, W.C. 2. 
Factories : Leyland, Glasgow, Mitcham, Preston, Dublin. 


R.T. 119.—11/30. 





230 THE BANKER 


Tann to say that he has been experimenting with a new 
blow-pipe which is, from the point of view of a new 
means of attack, a considerable advance on the ordinary 
blow-pipe. Captain Tann at any rate considers it suffi- 
ciently serious to require that any John Tann new doors 
should be constructed with a view to including protec- 
tion against this weapon in addition to the ordinary 
blow-pipe. 

Reinforced concrete remains supreme in the construc- 
tion of strong rooms. Probably the most important 
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ENTRANCE TO SAFE DEPOSIT BUILT BY JOHN TANN, LTD., FOR 
THE ROYAL BANK OF CANADA, COCKSPUR ST., 'S.W.1. 
development in this side of the work is that the idea of 
building strong rooms of blocks of reinforced concrete 
instead of casting the concrete im situ by means of 
shuttering and reinforcement placed in the ordinary way, 
is gaining in popularity. This idea has certain distinct 
advantages, not the least of which is that, within a very 
few days of completion of the strong room structure, 
those employing this method have a strong room which 
is practically dry and one which does not therefore create 
the nuisance—often experienced in strong rooms cast 
in situ—of having to take special precautions for keeping 
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THE BANKER 


the contents of the strong room dry for anything from 
a year to eighteen months upwards: 

As to the reinforcement itself, the practice of using 
a multiplicity of fairly light reinforcement as against the 
use of rails, bulb iron, etc., has increased in popularity, 
and remains in principle substantially the same as when 
the last article appeared. The exception is that the sug- 
gestions then made by THE BANKER have apparently 
been considered seriously, for some of the makers have 
increased very considerably the weight of their reinforce- 
ment. This increase in the strength of the reinforcement 
itself has been adopted to combat the weakness to which 
attention was called in THE BANKER two years ago, 
namely that however complicated the reinforcement 
might be, if it was sufficiently light to enable it to be dealt 
with by geared shears or other cutting tools-it failed in 
its primary object. It is interesting to note in this connec- 
tion that certain architects are still adhering to methods 
of reinforcement which, although not fulfilling the 
theoretical ideal, they consider may be claimed to be 
more effective than the ideally distributed but too light 
reinforcement. 

To sum up, the main development is that in the case 
of some of the older strong rooms, bankers are con- 
sidering very carefully means of providing them with the 
additional strength required by the future possibilities 
suggested above, without having to resort to the 
tremendous inconvenience of rebuilding. The instances 
of this side of the work that have come to the writer’s 
notice show that the tendency is not to rebuild these 
strong rooms, but to supply a new strong room door 
which will resist all the known up-to-date methods of 
attack, and to line the old strong room with a substan- 
tially constructed lining which, although the walls may 
be of brick or soft stone, place them in the category of 
blow-pipe and drill-resisting strong rooms. 








